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Announcing a New Information Service 


Beginning August 2,1965, the General Services Admin¬ 
istration inaugurated a new information service, the 
“Weekly Compilation of Presidential Documents.” The 
service makes available transcripts of the President's 
news conferences, messages to Congress, public speeches 
and statements, and other Presidential materials released 
by the White House up to 5 p.m. of each Friday. 

The Weekly Compilation was developed in response to 
many requests received by the White House and the 
Bureau of the Budget for a better means of distributing 
Presidential materials. Studies revealed that the exist¬ 
ing method of circularization by means of mimeographed 
releases was failing to give timely notice to those Govern¬ 
ment officials who needed them most. 

The General Services Administration believes that a 
systematic, centralized publication of Presidential items 
on a weekly basis will provide users with up-to-date in¬ 
formation on Presidential policies and pronouncements. 
The service is being carried out by the Office of the 
Federal Register, which now publishes similar material 
in annual volumes entitled “Public Papers of the 
Presidents." 


The Weekly Compilation carries a Monday dateline. 
It includes an Index of Contents on the first page and a 
Cumulative Index at the end. Other finding aids include 
lists of laws approved by the President and of nomina¬ 
tions submitted to the Senate, and a checklist of White 
House releases. 

The official distribution for the Weekly Compilation of 
Presidential Documents is governed by regulations pub¬ 
lished in the Federal Register dated July 31, 1965 (30 
F.R. 9573; 1 CFR 32.40). Members of Congress and 
officials of the legislative, judicial, and executive branches 
who wish to receive this publication for official use should 
write to the Director of the Federal Register, stating the 
number of copies needed and giving the address for 
mailing. 

Distribution to the public is made only by the Superin¬ 
tendent of Documents, Government Printing Office, 
Washington, D.C., 20402. The Weekly Compilation of 
Presidential Documents will be furnished by mail to 
subscribers for $6.00 per year, payable to the Superin¬ 
tendent of Documents, Government Printing Office, 
Washington, D.C., 20402. The price of individual copies 
varies. 
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Rules and Regulations 


Title 5—ADMINISTRATIVE 
PERSONNEL 

Chapter I—Civil Service Commission 
PART 213—EXCEPTED SERVICE 
Department of Commerce 

Section 213.3314 is amended to show 
that the following positions are excepted 
under Schedule C in the Economic De¬ 
velopment Administration: The Chief 
Counsel; the Congressional Affairs Ad¬ 
viser; the Assistant Administrators for 
Technical Assistanqe, Public Works, 
Business Loans, Program Coordination, 
and Field Coordination and their respec¬ 
tive Private Secretaries; the Public In¬ 
formation Officer; and the Assistant 
Administrator for Program Development 
and Research. Section 213.3314 is also 
amended to show that the positions of 
Deputy Director, Office of Regional Eco¬ 
nomic Development, and of his Private 
Secretary are no longer excepted under 
Schedule C but that the positions of two 
Associate Directors, Office of Regional 
Economic Development, and of their re¬ 
spective Private Secretaries have been 
excepted under Schedule C. Effective 
on publication in the Federal Register, 
subparagraph (12) of paragraph (q) of 
§ 213.3314 is revoked, subparagraph (14) 
is amended, and subparagraphs (18) 
through (24) are added as set out below. 

§ 213.3314 Department of Commerce. 

• • • • ♦ 

(q) Office o/ the Assistant Secretary 
for Economic Development. • • • 

(14) One Private Secretary to the Di¬ 
rector, Office of Regional Economic 
Development. 

• * * * * 

(18) One Chief Counsel, Economic De¬ 
velopment Administration. 

(19) One Congressional Affairs Ad¬ 
viser, Economic Development Adminis¬ 
tration. 

(20) One Public Information Officer, 
Economic Development Administration. 

(21) Six Assistant Administrators for 
Technical Assistance, Public Works, 
Business Loans, Program Development 
and Research. Program Coordination, 
and Field Coordination, Economic Devel¬ 
opment Administration. 

(22) One Private Secretary to each of 
the following: The Chief Counsel; the 
Congressional Affairs Adviser; and to the 
Assistant Administrators for Technical 
Assistance, Public Works, Business 
Loans, Program Coordination, and Field 
Coordination, Economic Development 
Administration. 

(23) Two Associate Directors, Office of 
Regional Economic Development. 

(24) One Private Secretary to each of 
the two Associate Directors, Office of Re¬ 
gional Economic Development. 


(RJS. 1753, sec. 2. 22 Stat. 403, as amended; 
5 U.S.C. 631, 633; E.O. 10577, 19 F.R. 7521. 3 
CFR, 1954-1958 Comp., p. 218) 

United States Civil Serv¬ 
ice Commission, 

[seal] Mary V. Wenzel, 

Executive Assistant to 
the Commissioners. 

[F.R. Doc. 66-560; Filed. Jan. 17, 1966; 
8:46 a.m.J 


Order , as amended. In § 971.308 (30 
F.R. 13935; 15655; 16256) the require¬ 
ments of paragraph (a) Grade are sus¬ 
pended from the effective date of this 
amendment through January 29, 1966. 
Thereafter, the requirements of para¬ 
graph (a) as issued October 29.1965, and 
effective December 6. 1965 (30 F.R. 
13935) shall be in effect. 

(Secs. 1-19, 48 Stat. 31, as amended; 7 UJS.C. 
601-674) 


Title 7—AGRICULTURE 

Chapter IX—Consumer and Market¬ 
ing Service (Marketing Agreements 
and Orders; Fruits, Vegetables, 
Nuts), Department of Agriculture 

(971.308 Arndt. 21 

PART 971—LETTUCE GROWN IN 
LOWER RIO GRANDE VALLEY OF 
SOUTH TEXAS 

Limitation of Shipments 

Findings, (a) Pursuant to Marketing 
Agre ement No. 144 and Order No. 971 (7 
CFR Part 971), regulating the handling 
of lettuce grown in the Lower Rio Grande 
Valley in South Texas (Cameron, Hi¬ 
dalgo, Starr, and Willacy Counties), ef¬ 
fective under the applicable provisions of 
the Agricultural Marketing Agreement 
Act of 1937, as amended (Secs. 1-19, 48 
Stat. 31, as amended; 7 U.S.C. 601 et 
seq.), and upon the basis of the recom¬ 
mendation and information submitted by 
the South Texas Lettuce Committee, es¬ 
tablished pursuant to said marketing 
agreement and order, and upon other 
available information, it is hereby found 
that the amendment to the limitation of 
shipments hereinafter set forth will tend 
to effectuate the declared policy of the 
act. 

(b) It is hereby found that it is im¬ 
practicable and contrary to the public 
interest to give preliminary notice, or 
engage in public rule making procedure, 
and that good cause exists for not post¬ 
poning the effective date of this amend¬ 
ment until 30 days after publication In 
the Federal Register (5 U.S.C. 1003) in 
that (1) the time intervening between 
the date when information upon which 
this amendment is based became avail¬ 
able and the time when this amendment 
must become effective in order to effec¬ 
tuate the declared policy of the act is 
insufficient, (2) compliance with this 
amendment will not require any special 
preparation on the part of handlers. (3) 
information regarding the committee’s 
recommendation has been made avail¬ 
able to producers and handlers in the 
production area, and (4) this amend¬ 
ment relieves restrictions on the han¬ 
dling of lettuce grown in the production 
area. 


Effective date. Dated; January 12, 
1966, to become effective January 13, 
1966. 

Paul A. Nicholson, 
Deputy Director, Fruit and Veg¬ 
etable Division, Consumer and 
Marketing Service. 

[F.R. Doc. 66-541; Filed. Jan. 17. 1966; 
8:46 a.m.) 


Title 14—AERONAUTICS AND 
SPACE 

Chapter II—Civil Aeronautics Board 

SUBCHAPTER A—ECONOMIC REGULATIONS 

(Reg. No. ER-4501 

PART 295—TRANSATLANTIC SUPPLE¬ 
MENTAL AIR TRANSPORTATION 

Defintion of Study Group Charters 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D.C., 
on the 12th day of January 1966. 

In defining “bona fide members” of a 
charterworthy group, existing § 295.2(k) 
sets forth a presumption that persons 
are not bona fide members of a charter 
organization unless they are members 
at the time the organization first gives 
notice to its members of firm charter 
plans and unless they have been actually 
members for a minimum period of 6 
months prior to the starting flight date. 
It further provides that the above pre¬ 
sumption will not be applicable in the 
case of a number of types of charters 
including those composed of participants 
in a formal academic study course 
abroad. Elsewhere, the regulation lists 
the classes of persons who may appear 
as “bona fide participant(s)“ on charter 
passenger manifests as including partici¬ 
pants “in a formal academic study course 
abroad” also identified as a “study 
group” charter (§ 295.35)* The regula¬ 
tion does not otherwise define what con¬ 
stitutes a study group charter. 

Recently it has come to the Board’s 
attention that there is a growing trend 
to establish as business undertakings 


1 See also footnote 2 of the form entitled 
"Statement of Supporting Information," at¬ 
tached to Part 295. 
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RULES AND REGULATIONS 


summer programs abroad for students 
and teachers on a rather extensive scale. 
Typically, such a program may have a 
minimal entrance requirement (e.g., 
junior and senior high school students, 
and college students with a minimum of 
2 years' study of a foreign language) and 
may offer a five- or six- week stay in 
Europe either at one location with sight¬ 
seeing trips on the side or at several lo¬ 
cations. These programs may have an 
announced purpose of studying a partic¬ 
ular foreign language, European cul¬ 
ture. arts, or perhaps merely becoming 
better acquainted with foreign countries. 
Such programs are usually offered as a 
package costing a fixed amount (gen¬ 
erally ranging from $600 to $800 cover¬ 
ing transportation, tuition, food, and 
lodging); and call for the solicitation of 
teachers as chaperones with their com¬ 
pensation being at least indirectly related 
to the number of students they enroll in 
the course. It is usually indicated that 
the successful completion of the course is 
“equivalent to” one-half credit or that 
“many schools will allow” one-half credit 
for the trip. 

The Board has determined that it is 
necessary to clarify the scope of permis¬ 
sible study group charters under Part 
295. Accordingly, we are herewith 
adopting an interpretative rule to the 
effect that “study group” charters as used 
in the part mean charters by groups 
where the charterer is a bona fide school 
which is empowered by state educational 
authorities to grant either degrees in a 
college capacity or diplomas as a sec¬ 
ondary school, and which is operated as 
a school on a year-round basis. It is be¬ 
lieved that this definition will limit study 
group charters to those groups for which 
the exemption was originally intended. 1 
This interpretation is being issued well 
in advance of the 1966 summer season 
so that there will be no misunderstanding 
as to the qualifications for study group 
charters in transatlantic supplemental 
air transportation and to insure that 
such charters during the forthcoming 
summer season will be operated in strict 
conformity with the requirements of Part 
295. Those carriers and other persons 
who are now organizing or who may in 
the future organize study group charters 
for the 1966 season should make certain 
that their charters comply with the re¬ 
quirements of the regulation. Converse¬ 
ly, should it be ascertained that study 
group charters now organized are in¬ 
consistent with the interpretative rule 
set forth herein, steps should be taken 
as soon as possible to notify the prospec¬ 
tive charter participants of the require¬ 
ments of the rule in order to avoid hard¬ 
ships which might result from the neces¬ 
sity of a last minute change of plans. 

Since this interpretative rule is being 
issued as a final rule, we shall provide for 
the filing by interested persons of peti¬ 
tions or reconsideration of the rule. 
Such petitions must conform to the re¬ 
quirements of Rule 37 of the Board’s 
Rules of Practice in Economic Proceed¬ 
ings (14 CFR 302.37). 


’See Orders E-13958 dated June 1, 1959; 
E-12620 dated June 10. 1958. 


As this amendment is an interpretative 
rule, notice and public procedure thereon 
are unnecessary and the rule may be 
made effective upon less than 30 days* 
notice. The rule will be effective with 
respect to study group charters which 
have a starting flight date on or after 
February 11,1966.* 

Accordingly, the Civil Aeronautics 
Board hereby amends Part 295 of its Eco¬ 
nomic Regulations (14 CFR Part 295), 
effective as to study group charters with 
a starting flight date on or after Feb¬ 
ruary 11, 1966, in the following respects: 

1. Amend § 295.2 by modifying para¬ 
graph (k) and by adding a new para¬ 
graph (m) defining “study group” char¬ 
ters. As amended. § 295.2 will read in 
part as follows: 

§ 295.2 Definitions. 

As used in this part, unless the con¬ 
text otherwise requires— 

* • • • * 

(k) “Bona fide members” means those 
members of a charter organization who 
have not joined the organization merely 
to participate in the charter as the result 
of solicitation directed to the general 
public. Presumptively persons are not 
bona fide members of a charter organiza¬ 
tion unless they are members at the time 
the organization first gives notice to its 
members of firm charter plans and un¬ 
less they have actually been members for 
a minimum period of 6 months prior to 
the starting flight date. This presump¬ 
tion will not be applicable in the case 
of charters composed of (1) students and 
educational staff of a single school, and 
immediate families thereof, (2) em¬ 
ployees of a single Government agency, 
industrial plant, or mercantile establish¬ 
ment, and immediate families thereof, or 
(3) participants in a study group. In 
the case of all other charters, rebuttal 
to this presumption may be offered for 
the Board’s consideration by request for 
waiver. 

• • • • ♦ 

(m) “Study group” charter means a 
charter in which the charter group is 
comprised of bona fide participants in a 
formal academic study course abroad 
and in which the charterer is a bona fide 
school empowered by state educational 
authorities to grant college degrees or 
secondary school diplomas and operated 
as a school on a year-round basis. 

2. Amend § 295.31 to read as follows: 

§ 295.31 Passengers on charier flights. 

Only bona fide members of the char¬ 
terer, and their immediate families (ex¬ 
cept as provided in § 295.32), may par¬ 
ticipate as passengers on a charter flight. 
The charterer must maintain a central 
membership list, available for inspection 
by the carrier or Board representative, 
which shows the date each person be¬ 


* As has been customary In the past, the 
Immediate family participation provision 
will not be applicable to study group char¬ 
ters (see § 295.32, infra). 


came a member. 4 Where the charterer 
is engaging round-trip transportation, 
one-way passengers shall not participate 
in the charter flight except as provided 
in 5 295.14(f). When more«than one 
round trip is contracted for, intermin¬ 
gling between flights of reforming of 
plane-load or one-half plane-load groups 
shall not be permitted and each such 
group must move as a unit in both direc¬ 
tions. 

3. Amend § 295.32 to read as follows: 

§ 295.32 Participation of immediate 
families in charter flights. 

The immediate family of any bona fide 
member of a charter organization may 
participate in a charter flight: Provided , 
however , That this section shall not 
apply to study group charters as defined 
herein (§ 295.2(m)). 

4. Amend § 295.35(d) to read as fol¬ 
lows: 

§ 295.35 Passenger manifests. 

+ » • # » 

(d) Attached to such manifest must 
be a certification, signed by a duly au¬ 
thorized representative of the charterer, 
reading: 

The attached list of persons Includes every 
Individual who may participate In the charter 
flight. Every person as identified on the 
attached list (1) was a bona fide member of 
the chartering organization at the time the 
chartering organization first gave notice to 
its members of firm charter plans, and will 
have been a member for at least 6 months 
prior to the starting flight date, or (2) 1s a 
bona fide member of an entity consisting of 
(a) students and educational staff of a 
single school, or (b) employees of a single 
Government agency, industrial plant, or mer¬ 
cantile establishment, or (3) is a person 
whose participation has been specifically 
permitted by the Civil Aeronautics Board, or 
(4) is the spouse, dependent child, or parent 
of a person described hereinbefore and lives 
in such person’s household, or (5) Is a bona 
fide participant in a study group charter. 


(Signature) 

(Sec. 204(a), 72 Stat. 743; 49 U.S.C. 1324. 
Interpret or apply sec. 401(d)(3) and sec. 
401 (n); 76 Stat. 143,144; 49 U.S.C. 1371) 

By the Civil Aeronautics Board. 

[ seal ] Harold R. Sanderson, 

Secretary. « 

(F.R. Doc. 66-547; FUed, Jan. 17, 1966; 
8:46 a.m.J 

Title 16-COMMERCIAL 
PRACTICES 

Chopter I—Federal Trade Commission 

(Docket C-1021J 

PART 13—PROHIBITED TRADE 
PRACTICES 

Congress Textile Printers, Inc., et al. 

Subpart—Neglecting, unfairly or de¬ 
ceptively, to make material discolsure: 

‘Where the charter Is based on employ¬ 
ment In one entity or student status at a 
college, records of the corporation, agency, 
or college will suffice to meet the require¬ 
ment. 
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§ 13.1845 Composition: 13.1845-15 Fed¬ 
eral Trade Commission Act. 

(Sec. 0. 38 Stat. 721; 15 U.S.C. 40. Inter¬ 
prets or applies sec. 5, 38 Stat. 719, as amend¬ 
ed. 15 UJS.C. 45) [Cease and desist order. 
Congress Textile Printers, Inc., et al., Haw¬ 
thorne, New Jersey, Docket C-1021, Dec. 
8,1965] 

In the Matter of Congress Textile Print¬ 
ers, Inc., a coloration and Peter B . 

Levy and Abraham H. Levy individu¬ 
ally and as officers of said corpora¬ 
tion 

Consent order requiring a New Jersey 
textile processor to cease using lacquer 
or other highly flammable substances in 
processing its net fabrics or textile arti¬ 
cles unless clear disclosure is made that 
such articles are dangerously flammable 
and unsafe for ordinary use. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered, That respondents Con¬ 
gress Textile Printers, Inc., a corpora¬ 
tion, and its officers, and Peter B. Levy 
and Abraham H. Levy, individually and 
as officers of said corporation, and re¬ 
spondents* representatives, agents, and 
employees, directly or through any cor¬ 
porate or other device, in connection 
with the printing or processing of net 
fabrics or textile articles of a similar 
construction in commerce or in connec¬ 
tion with the sale, offering for sale, ship¬ 
ment, distribution, transportation or 
causing to be transported of net fabrics 
or textile articles of a similar construc¬ 
tion, in commerce, as "commerce” is de¬ 
fined in the Federal Trade Commission 
Act. do forthwith cease and desist from 
using or employing finishes, lacquers, 
processing materials, or substances of 
any nature whatsoever which are com¬ 
posed of or contain nitrocellulose or any 
dangerously flammable material or sub¬ 
stance in connection with the printing 
or processing of such net fabrics or tex¬ 
tile articles of a similar construction un¬ 
less respondents clearly and conspicu¬ 
ously disclose on the fabrics or other 
textile articles or on labels or tags at¬ 
tached thereto and on all invoices, ship¬ 
ping memoranda and other documents 
relating to the shipment or delivery of 
such products that such substances or 
materials render the fabrics or other 
textile articles dangerously flammable 
and unsafe for ordinary use: Provided , 
however , That it shall be a defense in any 
enforcement proceeding instituted here¬ 
under for respondents to establish that 
such materials or substances, after ap¬ 
plication to such net fabrics or textile 
articles of a similar construction, are 
self extinguishing and will not spread 
flame after removal of an igniting source. 

It is further ordered. That the re¬ 
spondents herein shall, within sixty (60) 
days after service upon them of tills 
order, file with the Commission a report 
in writing setting forth in detail the 
manner and form in which they have 
complied with this order. 


Issued: December 8, 1965. 

By the Commission. 

[seal] Joseph W. Shea, 

Secretary, 

[F.R. Doc. 60-526; Filed. Jan. 17, 1966; 

8:45 a.m.] 

[Docket C-1020ol 

PART 13—PROHIBITED TRADE 
PRACTICES 

Dan Millstein, Inc. 

Subpart—Discriminating in price un¬ 
der section 2, Clayton Act—Payment for 
services or facilities for processing or 
sale under 2(d): § 13.825 Alloivances 
for services or facilities. 

(Sec. 6, 38 Stat. 721; 15 U.S.C. 46. Inter¬ 
prets or applies sec. 2. 49 Stat. 1526; 15 U.S.C. 
13) (Cease and desist order. Dan Millstein. 
Inc., New York. N.Y.. Docket C-1020, Nov. 23, 
1965] 

Consent order requiring a New York 
City wearing apparel manufacturer to 
cease discriminating among its compet¬ 
ing customers in the payment of adver¬ 
tising and promotional allowances, in 
violation of section 2(d) of the Clayton 
Act. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered. That respondent Dan 
Millstein, Inc., a corporation, its officers, 
directors, agents, representatives and 
employees, directly or through any cor¬ 
porate or other devise, in the course of 
its business in commerce, as "commerce” 
is defined in the Clayton Act, as amend¬ 
ed, do forthwith cease and desist from: 
Paying or contracting for the payment 
of anything of value to, or for the benefit 
of, any customer of the respondent as 
compensation or in consideration for ad¬ 
vertising or promotional services, or any 
other service or facility, furnished by or 
through such customer in connection 
with the handling, sale or offering for 
sale of wearing apparel products manu¬ 
factured, sold or offered for sale by 
respondent, unless such payment or 
consideration is made available on pro¬ 
portionally equal terms to all other cus¬ 
tomers competing with such favored 
customer in the distribution or resale of 
such products. 

It is further ordered , That the re¬ 
spondent herein, shall, within sixty (60) 
days after service upon it of this order, 
file with the Commission a report in 
writing setting forth in detail .the man¬ 
ner and form in which it has complied 
with this order. 

Issued: November 23,1965. 

By the Commission. 

[seal] Joseph W. Shea, 

Secretary . 

[F.R. Doc. 66-527; Filed, Jan. 17, 1966; 

8:45 a.m.] 


[Docket C-1019] 

PART 13—PROHIBITED TRADE 
PRACTICES 

Talento, Inc., et al. 

Subpart—Furnishing false guaranties: 
§ 13.1053 Furnishing false guaranties: 
13.1053-80 Textile Fiber Products Iden¬ 
tification Act. Subpart—Misbranding or 
mislabeling: § 13.1185 Composition: 

13.1185-80 Textile Fiber Products Iden¬ 
tification Act. Subpart—Neglecting, un¬ 
fairly or deceptively, to make material 
disclosure: § 13.1845 Composition: 13.- 
1845-70 Textile Fiber Products Identifi¬ 
cation Act. 

(Sec. 6. 38 Stat. 721; 15 UJS.C. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended; 72 
Stat. 1717; 15 UJS.C. 45. 70) [Cease and 
desist order, Talento, Inc., et al., Miami, Fla., 
Docket C-1019. Nov. 23, 1965] 

In the Matter of Talento, Inc., a Cor¬ 
poration, Terrell, Inc., a Corporation , 
Both Trading as Talento and Sue 
Anne ; and Irving Kashmir and Joe 
Lucchcze, Individually and as Officers 
of Said Corporations, and Jack Lobel, 
Individually and as a Former Officer of 
Said Corporations 

Consent order requiring two affiliated 
Miami, Fla., manufacturers of women’s 
dresses and sportswear, to cease mis¬ 
branding said textile fiber products by 
failing to disclose on attached labels the 
generic names of the constituent fibers, 
and by furnishing false guaranties that 
their textile fiber products were not 
misbranded. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered. That respondents Ta¬ 
lento, Inc., a corporation, and its officers, 
Terrell, Inc., a corporation, and its offi¬ 
cers, both trading as Talento and Sue 
Anne, and Irving Kashmir and Joe 
Luccheze, individually and as officers of 
said corporations, and Jack Lobel, in¬ 
dividually and as a former officer of said 
corporations, and respondents’ repre¬ 
sentatives, agents and employees, di¬ 
rectly or through any corporate or other 
device, in connection with the introduc¬ 
tion, delivery for introduction, sale, ad¬ 
vertising, or offering for sale, in 
commerce, or the transportation or 
causing to be transported in commerce, 
or the importation into the United 
States, of any textile fiber product; or in 
connection with the sale, offering for 
sale, advertising, delivery, transporta¬ 
tion, or causing to be transported, after 
shipment in commerce, of any textile 
fiber product, whether in its original 
state or contained in other textile fiber 
products, as the terms "commerce” and 
"textile fiber product” are defined in the 
Textile Fiber Products Identification Act, 
do forthwith cease and desist from: 

A. Misbranding textile fiber products 
by failing to affix labels to such products 
showing each element of information 
required to be disclosed by section 4(b) 
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of the Textile Fiber Products Identifi¬ 
cation Act. 

B. Furnishing false guaranties that 
textile fiber products are not misbranded 
under the provisions of the Textile Fiber 
Products Identification Act. 

It is further ordered. That the re¬ 
spondents herein shall, within sixty (60) 
days after service upon them of this 
order, file with the Commission a report 
in writing setting forth in detail the 
manner and form in which they have 
complied with this order. 

Issued: November 23,1965. 

By the Commission. 

I seal! Joseph W. Shea, 

Secretary. 

[Fit. Doc. 66-528; Filed, Jan. 17, 1966; 
8:45 ajn.J 

Title 17—COMMODITY AND 
SECURITIES EXCHANGES 

Chapter II—Securities and Exchange 
Commission 

PART 240—GENERAL RULES AND 
REGULATIONS, SECURITIES EX¬ 
CHANGE ACT OF 1934 

Proxy Rules; Correction 

In FJt. Doc. 66-181 revising Part 240 
of Chapter II of Title 17 of the Code of 
the Federal Regulations, published on 
pages 211 through 215 of Volume 31 of 
the Federal Register on January 7,1966, 
the following correction is made: 

The last sentence of the paragraph be¬ 
ginning " Commission action” which 
reads "The foregoing action shall apply 
to any solicitation of proxies, authoriza¬ 
tions or comments commenced after 
February 5,1966/' should read "The fore¬ 
going action shall apply to any solicita¬ 
tion of proxies, authorizations or con¬ 
sents commenced after February 15, 
1966.” 

By the Commission, January 12, 1966. 

[seal] Orval L. DuBois, 

Secretary. 

(F.R. Doc. 66-534; Filed. Jan. 17, 1966; 
8:45 a.m.] 

Title 21—FOOD AND DRUGS 

Chapter I—Food and Drug Adminis¬ 
tration, Department of Health, Edu¬ 
cation, and Welfare 

SUBCHAPTER B—FOOD AND FOOD PRODUCTS 

PART 121— FOOD ADDITIVES 

Subpart F—Food Additives Resulting 
From Contact With Containers or 
Equipment and Food Additives 
Otherwise Affecting Food 

Components of Paper and Paperboard 
in Contact With Aqueous and Fatty 
Foods 

Effective on the date of publication In 
the Federal Register, the introduction 


to subparagraph (3) of § 121.2526(d) is 
amended to read as follows to update 
the first test-method reference therein: 

§ 121.2526 Components of paper and 
paperboard in contact with aqueous 
and fatty foods. 

• * • # • 

(d) Analytical methods — • * • 

(3) Selection of test method. Paper 
or paperboard ready for use in packag¬ 
ing shall be tested by use of the extrac¬ 
tion cell described in "Official Methods 
of Analysis of the Association of Official 
Agricultural Chemists," 10th edition, 
1965, sections 7.034-7.039, under "Ex¬ 
posing Flexible Barrier Materials for 
Extraction," also described in ASTM 
Method F 34—63T, except that formed 
paper and paperboard products may be 
tested in the container by adapting the 
in-container methods described in 
§ 121.2514(e). Formed paper and 
paperboard products such as containers 
and lids, that cannot be tested satis¬ 
factorily by any of the above methods 
may be tested in specially designed ex¬ 
traction equipment, usually consisting 
of clamping devices that fit the closure 
or container so that the food-contact 
surface can be tested, or, if flat samples 
can be cut from the formed paper or 
paperboard products without destroying 
the integrity of the food-contact surface, 
they may be tested by adapting the fol¬ 
lowing "sandwich" method: 

• • * , r • * 

(Sec. 701(a) 52 Stat. 1055; 21 US.C. 371(a)) 
Dated: January 12, 1966. 

J. K. Kirk, 

Assistant Commissioner 
for Operations. 

(F.R. Doc. 66-652; Filed, Jan. 17, 1966; 

8:46 a.m.j 


PART 121—FOOD ADDITIVES 

Subpart F—Food Additives Resulting 
From Contact With Containers or 
Equipment and Food Additives 
Otherwise Affecting Food 

Rubber Articles Intended for 
Repeated Use 

Section 121.2562 of the food additive 
regulations prescribes the conditions of 
safe use for rubber articles intended for 
repeated use in contact with food. 
Questions have been raised concerning 
(1) the applicability of this regulation 
to rubber nursing-bottle nipples and (2) 
the cleansing of the finished rubber 
articles prior to their initial use in con¬ 
tact with food. 

The Commissioner of Food and Drugs 
has concluded that § 121.2562 should be 
amended to clearly indicate (1) that the 
reusable rubber articles regulated there¬ 
under do not include rubber nursing 
bottle nipples and (2) that good manu¬ 
facturing practice requires that rubber 
articles intended for repeated use shall 
be thoroughly cleansed prior to their 
first use in contact with food. There¬ 
fore, pursuant to the provisions of the 


Federal Food, Drug, and Cosmetic Act 
(secs. 409, 701(a), 52 Stat. 1055, 72 Stat. 
1785; 21 U.S.C. 348, 371(a)) and under 
the authority delegated to the Commis¬ 
sioner by the Secretary of Health, Edu¬ 
cation, and Welfare (21 CFR 2.90), 
§ 121.2562 is amended for clarification 
by adding thereto two new paragraphs, 
as follows: 

§ 121.2562 Rubber articles intended for 
repeated use. 

***** 

(g) In accordance with good manu¬ 
facturing practice finished rubber 
articles intended for repeated use in con¬ 
tact with food shall be thoroughly 
cleansed prior to their first use in contact 
with food. 

(h) The provisions of this section are 
not applicable to rubber nursing-bottle 
nipples. 

(Secs. 409. 701(a), 52 Stat. 1055, 72 Stat. 
1785; 21 U.S.C. 348, 371(a)) 

Notice and public procedure and de¬ 
layed effective date are unnecessary pre¬ 
requisites to the promulgation of this 
order, and I so find, since the amend¬ 
ments which clarify an existing regu¬ 
lation, are interpretative in nature. 

Effective date. This order shall be¬ 
come effective on the date of its publi¬ 
cation in the Federal Register. 

Dated: January 12, 1966. 

J. K. Kirk, 

Assistant Commissioner 
for Operations. 

(F.R. Doc. 66-553; Filed. Jan. 17, 1966; 

8:46 a.m.] 


SUBCHAPTER C—DRUGS 

part 141 e—BACITRACIN AND BACI¬ 
TRACIN-CONTAINING DRUGS; 
TESTS AND METHODS OF ASSAY 

PART 146e—CERTIFICATION OF BAC¬ 
ITRACIN AND BACITRACIN-CON¬ 
TAINING DRUGS 

Sterile Antibiotic Ointment; Confirma¬ 
tion of Effective Date of Final Order 

In the matter of amending the anti¬ 
biotic drug regulations to provide for 
tests and methods of assay and certifica¬ 
tion of sterile bacitracin-neomycin sul¬ 
fate-polymyxin B sulfate ophthalmic 
ointment and sterile bacitracin-neo¬ 
mycin sulfate-polymyxin B sulfate-hy¬ 
drocortisone acetate ophthalmic oint¬ 
ment: 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 
507(f), 59 Stat. 463 as amended; 21 
U.S.C. 357(f)) and under the authority 
delegated to the Commissioner of Food 
and Drugs by the Secretary of Health, 
Education, and Welfare (21 CFR 2.90), 
notice is given that no objections were 
filed to the order in the above-identified 
matter published in the Federal Register 
of November 13, 1965 (30 F.R. 14254). 
Accordingly, the amendments promul¬ 
gated by that order will become effective 
January 12,1966. 
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(Sec. 507(f), 59 Stat. 463 as amended; 21 
U.S.C. 367(f)) 

Dated: January 11,1966. 

J.K. Kirk, 

Assistant Commissioner 
for Operations . 

(F.R. Doc. 66-554; Filed. Jan. 17, 1966; 
8:46 a.m.) 


Title 33—NAVIGATION AND 
NAVIGABLE WATERS 

Chapter II—Corps of Engineers, 

Department of the Army 

PART 202—ANCHORAGE 
REGULATIONS 
PART 204—DANGER ZONE 
REGULATIONS 

PART 207—NAVIGATION 
REGULATIONS 

Marina Del Rey, Calif., and 
Atlantic Ocean, N.J. 

1. Pursuant to the provisions of sec¬ 
tion 1 of an Act of Congress approved 
April 22. 1940 (54 Stat. 150; 33 U.S.C. 
180), § 202.111 establishing and govern¬ 
ing the use and navigation of a special 
anchorage area in Marina Del Rey Har¬ 
bor. Calif., is hereby amended redesig¬ 
nating the boundaries of the area, effec¬ 
tive 30 days after publication in the Fed¬ 
eral Register, as follows: 

§ 202.11 Marina Del Rey Harbor, Calif. 

An area in the main channel within 
the following described boundaries: 

Beginning at the most northeasterly 
corner at latitude 33°58'58", longitude 
118°26'46"; thence southerly to latitude 
33°58'53", longitude 118°26'46"; thence 
southeasterly to latitude 33°58'52", longi¬ 
tude 118°26'45"; thence southerly to lati¬ 
tude 33°58'39", longitude 118°26'45": 
thence westerly to latitude 33°58'38", 
longitude 118°26'55"; thence northerly 
to latitude 33°59'00", longitude 118°26'- 
55"; thence easterly to the point of 
beginning. 

• ♦ * * » 

(Regs., Jan. 4. 1966. 1507-32 (Marina Del Rey, 
Calif.)-ENGCW-ON; Sec. 1, 54 Stat. 150; 33 
U.S.C. 180) 

2. Pursuant to the provisions of sec¬ 
tion 7 of the River and Harbor Act of 
August 8.1917 (40 Stat. 266; 33 U.S.C. 1), 

§ 204.20 is hereby amended with respect 
to paragraph (a) redesignating the 
boundaries of a danger zone in the At¬ 
lantic Ocean at Sea Girt, N.J., effective 
30 days after publication in the Federal 
Register, as follows: 

§ 204.20 Waters of Atlantic Ocean; Sea 
Girt Military Reservation, Sea Girt, 
N.J. 

<a) The danger zone, (1) beginning at 
a point along the east shore of the Sea 
Girt Military Reservation at latitude 


40°07'26"; thence northeasterly to lati¬ 
tude 40°07'34", longitude 74°01'27"; 
thence easterly to latitude 40°07'15", 
longitude 73°59'05"; thence southerly to 
latitude 40*06'27", longitude 73°59'18"; 
thence westerly to latitude 40°06'48", 
longitude 74 o 01'36"; thence northwest¬ 
erly to a point on shore at latitude 
40°07'00". 

(2) The area described in subpara¬ 
graph (1) of this paragraph will be 
marked by spar buoys located at the 
offshore corners of the danger zone to 
be placed and maintained by the Super¬ 
intendent, National Guard Training 
Center, Sea Girt, N.J. 

• • • • * 

(Regs., Jan. 4. 1966. 1507-32 (Atlantic Ocean. 
N.J.)-ENGCW-ON; sec. 7. 40 Stat. 266; 33 
U.S.C. 1) 

3. Pursuant to the provisions of sec¬ 
tion 7 of the River and Harbor Act of 
August 8, 1917 (40 Stat. 266; U.S.C. 1), 
§ 207.619a is hereby prescribed to es¬ 
tablish and govern the use and naviga¬ 
tion of waters of the Pacific Ocean at the 
entrance to Marina del Rey, Calif., ef¬ 
fective 30 days after publication in the 
Federal Register, as follows: 

§ 207.619a Marina del Rey, Calif.; re¬ 
stricted area. 

(a) The area. That portion of the 
Pacific Ocean lying shoreward of the 
offshore breakwater and the most sea¬ 
ward 1,000 feet of the entrance channel 
between the north and south jetties, and 
basically outlined as follows: 


Station 

Latitude 

Longitude 

A. 

33°57'40" 

118°2T^37^ 

B., r _ r - T _ T ........... 

33°57'52" 

118°27'42" 

C.______ 

33°57'49" 

118°27'4ti" 

D. 

33°.',7'30" 

U8°27'32" 

R............._......__ 

33°/>7'31" 

118°27'27" 

F_____ 

33°57'38" 

118°27'31" 

a. 

33°S7'42" 

118*27*24" 

H____ 

33°57'49" 

118°27'2<>" 


33°57'40" 

118°27'37" 


(b) The regulations, (1) Vessels shall 
not anchor within the area at any time 
without permission except in an emer¬ 
gency. 

(2) Dredging, dragging, seining, or 
other fishing operations which might 
foul underwater installations within the 
area are prohibited. 

(3) All vessels entering the area, other 
than vessels operated by or for the 
United States, the State of California, 
the county of Los Angeles, or the city of 
Los Angeles shall proceed across the area 
by the most direct route and without 
unnecessary delay. 

(4) The placing of buoys, markers, or 
other devices requiring anchors will not 
be permitted, except by or for the 
agencies mentioned in subparagraph (3) 
of this paragraph. This subparagraph 
shall not be construed in any manner 
which affects the existing authority of 
the U.S. Coast Guard in the establish¬ 
ment of aids to maritime navigation. 

(5) The county of Los Angeles will 
maintain a patrol of the area as needed. 


(6) The regulations in this section 
shall be enforced by the Commander, 
11th Coast Guard District, Long Beach, 
Calif., and such agencies as he may 
designate. 

(Regs., Jan. 4. 1966, 1507-32 (Marina Del 
Rey, Calif.) -ENGCW-ON; sec. 7, 40 Stat. 266; 
33 U.S.C. 1) 

J. C. Lambert, 

Major General, U.S. Army, 

The Adjutant General, 

IFJEt. Doc. 66-518; Filed, Jan. 17, 1966; 
8:45 ajn.j 


Title 46—SHIPPING 

Chapter I—Coast Guard, Department 
of the Treasury 
SUBCHAPTER Q—SPECIFICATIONS 

(CGFR 65-64] 

MISCELLANEOUS AMENDMENTS TO 
SPECIFICATION REQUIREMENTS 

The specification regulations published 
in the Federal Register and the Code 
of Federal Regulations were compared 
with the text of Coast Guard printed 
specifications and a number of minor 
variations were noted. The purpose of 
this document is to bring the specifica¬ 
tion regulations up to date by correcting 
the identification of other referenced in¬ 
dustrial specifications, by revising texts 
of certain marking requirements so they 
will be in agreement with other published 
regulations, and by revising descriptions 
of Coast Guard procedures. 

The amendments to 46 CFR 160.009-1, 
160.009-3 (c), (e) (30 F.R. 11464), 160.- 
050-1 and 160.050-3(e) (30 F.R. 11477) 
correct the identification of referenced 
industrial specifications. The amend¬ 
ments to 46 CFR 160.051-8(a) (30 F.R. 
11480). 160.052-7 (d), 160.052-8(b) (30 
F.R. 11590), 160.060-8(b) (30F.R. 11592), 
162.039-3(0(6) (30 F.R. 11487), 164.- 
015-1 (heading), and 164.015-4(a) 
(Table 164.015-4(a)), (c)(1), (f)(3) 

(formula 1), (g)(1), and (h)(1) (30 FJR. 
11593, 11594) delete unnecessary word¬ 
ing, insert words inadvertently omitted, 
and correct printing mistakes. The 
amendment to 46 CFR 160.051-9(b) re¬ 
vises Coast Guard procedures to agree 
with current practices. 

As the amendments in this document 
are changes in procedures or changes 
deemed to be editorial in effect, it is here¬ 
by found that compliance with the Ad¬ 
ministrative Procedure Act (respecting 
notice of proposed rule making, public 
rule making procedure thereon, and ef¬ 
fective date requirements) is unneces¬ 
sary. 

By virtue of the authority vested in 
me as Commandant. U.S. Coast Guard, 
by section 632 of Title 14, United States 
Code, and Treasury Department Order 
120, dated July 31, 1950 (15 F.R. 6521), 
and others specifically listed with the 
amendments to regulations below, the 
following amendments are prescribed 
and shall be effective on date of publica¬ 
tion in the Federal Register. 


No. 11—Pt. I-2 
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PART 160— LIFESAVING 
EQUIPMENT 

Subpart 160.009—Buoys, Life, Ring, 
Cork or Balsa Wood, for Merchant 
Vessels and Motorboats 

1. Section 160.009-1 is amended to 
read as follows: 

§ 160.009-1 Applicable specifications 
and plan. 

(a) Specifications and standards. 
The following specifications and stand¬ 
ards, of the issue in effect on the date 
ring life buoys are manufactured, form 
a part of this subpart: 

(1) Federal specifications: 

MMM-A-188—Adhesive: urea, resin-type 
(liquid and powder). 

V-T-276—Thread, cotton. 

V-T-291—Thread. Unen. 

V-T-295—Thread, nylon. 

CCC-C—443—Cloth, cotton, duck; (single and 
plied filling) yarns, flat. 

CCC-T-191—Textile test methods. 

T-R-605—Rope. manUa and sisal. 

(2) Federal standards: 

No. 595—Colors. 

No. 751—Stitches, seams, and stitchings. 

(3) Coast Guard specifications: 

164.001—Cork, sheet. 

164.002—Balsa wood. 

(b) Plan. The following plan, of the 
issue in effect on the date ring life buoys 
are manufactured, forms a part of this 
specification: 

Dwg. No. 160.009—Cork and balsa wood ring 
life buoy; arrangement and construction 
details. 

(c) Copies on file. Copies of the spec¬ 
ifications, standards and plan referred to 
in this section shall be kept on file by 
the manufacturer, together with the cer¬ 
tificate of approval. The Coast Guard 
plar. and specifications may be obtained 
upon request from the Commandant, 
U.S. Coast Guard. Washington. D.C., 
20226. The Federal Specifications and 
Federal Standards may be purchased 
from the Business Service Center, Gen¬ 
eral Services Administration, Washing¬ 
ton. D.C., 20407. 

§ 160.009-3 [Amended] 

2. Section 160.009-3 Materials is 
amended by revising in paragraph (c) 
the reference from “Federal Specification 
T-R-601” to “Federal Specification T-R- 
605”; and in paragraph (e) changing the 
specification reference from “Specifica¬ 
tion MIL-T-7807” to “Federal Specifica¬ 
tion V-T-295.” 

(R.S. 4417a. as amended. 4426. as amended, 
4488, as amended. 4491, as amended, secs. 1, 

2. 49 Stat. 1544, 1545, as amended, secs. 6. 17, 

3. 54 Stat. 164, as amended. 166. as amended, 
347. as amended, sec. 3. 70 Stat. 152. sec. 3, 
68 Stat. 675; 46 U.S.C. 391a, 404. 481. 489, 
367, 526e. 526p, 1333. 390b. 50 U.S.C. 198; 

E. O. 11239. July 31. 1965. 30 F.R. 9671. 3 CFR 
1965 Supp. Treasury Department Orders 120, 
July 31. 1950. 15 F.R. 6521; 167-14. Nov. 26, 
1954, 19 F.R. 8026; 167-20. June 18. 1956, 21 

F. R. 4894; CGFR 56-28. July 24. 1956. 21 FJR. 
5659; 167-38, Oct. 26. 1959, 24 FH. 8857) 


Subpart 160.050—Buoys, Life, Ring, 
Unicellular Plastic 

3-6. Section 160.050-1 is amended to 
read as follows: 

§ 160.050—1 Applicable specifications 
and standard. 

(a) Specifications and standard. The 
following specifications and standard, of 
the issue in effect on the date ring life 
buoys are manufactured, form a part of 
this subpart: 

(1) Military specification: 

MIL-R—16847—Ring buoy, lifesaving, uni¬ 
cellular plastic. 

(2) Federal specification: 

V-T-295—Thread, nylon. 

(3) Federal standard: 

No. 595—Colors. 

(4) Coast Guard specification: 

164.015—Plastic foam, unicellular, buoyant, 
sheet and molded shape. 

(b) Copies on file. Copies of the spec¬ 
ifications referred to in this section shall 
be kept on file by the manufacturer, to¬ 
gether with the certificate of approval. 
The Military Specification may be ob¬ 
tained from the Commanding Officer, 
Naval Supply Depot, 5801 Tabor Avenue, 
Philadelphia, Pa., 19120. The Federal 
Specification and Federal Standard may 
be obtained from the Business Service 
Center, General Services Administration, 
Washington, D.C., 20407. The Coast 
Guard specification may be obtained 
from the Commandant, U.S. Coast 
Guard, Washington, D.C., 20226. 

§ 160.050-3 [Amended] 

7. Section 160.050-3 Materials is 
amended by changing in paragraph (e) 
the reference from “Specification MIL- 
T-7807” to “Federal Specification V-T- 
295”. 

(R.S. 4417a, as amended. 4426, as amended, 
4488, as amcnedd. 4491, as amended, secs. 1, 

2, 49 Stat. 1544, 1545. as amended, secs. 6. 17. 

3. 54 Stat. 164, as amended. 168. as amended. 
347. as amended, sec. 3. 70 Stat. 152. sec. 4. 
67 Stat. 462. sec. 3. 68 Stat. 675; 46 U.S.C. 
391a. 404. 481, 489. 367. 526c. 526p. 1333. 390b. 
43 U.S.C. 1333. 50 U.S.C. 198; E.O. 11239; 
Treasury Department Orders 120, July 31. 
1950, 15 Fit. 6521; 167-14. Nov. 26. 1954. 19 
FJEt. 8026; 167-15, Jan. 3. 1955, 20 F.R. 840; 
167-20. June 18. 1956. 21 Fit. 4894; 167-38, 
Oct. 26. 1959, 24 F.R. 8857) 

Subpart 160.051—Inflatable Liferafts 

8. Section 160.051-8(a) is amended to 
read as follows: 

§ 160.051—8 Nameplate and marking. 

(a) Nameplate. Each inflatable life- 
raft container shall have permanently 
attached a substantial nameplate of com¬ 
patible material on which is embossed 
or imprinted the name of the manufac¬ 
turer, the approval number, the manu¬ 
facturer’s model number and serial num¬ 
ber, the number of persons for which the 
inflatable liferaft is approved, and the 
lot number. In addition, the container 
shall be marked “Ocean Service Equip¬ 


ment” or “Limited Service Equipment” 
as applicable, together with the marine 
inspector’s initials, the date, and the 
letters “USCG” 

• ♦ • • • 

9. Section 160.051-9 (b) is amended by 
changing the last sentence thereof to 
read as follows: 

§ 160.051—9 Procedure for approval. 

• • • » * 

(b) Pre-approval inspections and 
tests. * * * The raft shall then be 

forwarded to the Field Testing and De¬ 
velopment Center, Coast Guard Yard, 
Curtis Bay, Baltimore, Md., 21226, for 
testing in accordance with § 160.051-5 
(e) (1) through (11). The comman¬ 
dant will bill the manufacturer for the 
costs of the tests performed. 

• • • • • 
(R.S. 4488, as amended, R.S. 4491, as 
amended, secs. 1, 2. 49 Stat. 1544. 1545, as 
amended, sec. 3. 70 Stat. 152, sec. 3. 68 Stat. 
675; 46 U.S.C. 481, 489. 367. 390b, 50 U.S.C. 
198; E.O. 11239, July 31. 1965. 30 F.R. 9671. 
3 CFR, 1965 Supp. Treasury Department 
Orders 120. July 31. 1950. 15 F.R. 6521; 167- 
14. Nov. 26. 1954. 19 F.R. 8026; 167-20. June 
18, 1956, 21 F.R. 4894; CGFR 56-28. July 24. 
1956. 21 FJR. 5659; 167-38. Oct. 26. 1959, 24 
F.R.£857) 

Subpart 160.052—Buoyant Vests, 
Unicellular Plastic Foam, Adult and 
Child, for Motorboats of Classes A, 
1 or 2 Not Carrying Passengers for 
Hire 

§ 160.052-7 [Amended] 

10. Section 160.052-7 Inspections and 
tests — Types I and II vests is amended 
by changing in the second sentence of 
paragraph (d) the phrase from “wire 
mesh baskets” to “wire baskets”. 

11. Section 160.052-8(b) is amended to 
read as follows: 

§ 160.052—8 Marking—Types I and II 
vests. 

• • • • ♦ 

(b) Additional marketing for child 
size vests. For child medium size buoy¬ 
ant vests, the following additional word¬ 
ing shall be included in the marking: 
“For Children Weighing Approximately 
45 to 90 pounds”. For child small size 
buoyant vests, the following additional 
wording shall be Included in the mark¬ 
ing: “For Children Weighing less than 
Approximately 50 Pounds”. 

» • • • • 
(Secs. 6 and 17. 54 Stat. 164, as amended. 166. 
as amended: 46 U.S.C. 526e. 526p. Treasury 
Department Order 120, July 31, 1950, 15 F.R. 
6521) 

Subpart 160.060—Buoyant Vests, 
Unicellular Polyethylene Foam, 
Adult and Child, for Motorboats of 
Classes A, 1 or 2 Not Carrying Pas¬ 
sengers for Hire 

12-15. Section 160.060-8(b) is amend¬ 
ed to read as follows: 

§ 160.060—8 Marking—Types I and II 

vests. 

* • • • • 
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(b) Additional marking for child size 
vests . For child medium size buoyant 
vests, the following additional wording 
shall be included in the marking: “For 
Children Weighing Approximately 45 to 
90 Pounds”. For child small size buoy¬ 
ant vests, the following additional word¬ 
ing shall be included in the marking: 
“For Children Weighing less than Ap¬ 
proximately 50 Pounds”. 

* * ♦ * * 
(Secs. 6 and 17, 54 Stat. 164, as amended, 166, 
as amended; 46 U.S.C. 526e, 526p. Treasury 
Department Order 120, July 31, 1950, 15 FR. 
6521) 


PART 162—ENGINEERING 
EQUIPMENT 

Subpart 162.039—Extinguishers, Fire, 
Semiportable, Marine Type 

16. Section 162.039-3(c) (6), first sen¬ 
tence, is amended to read as follows: 

§ 162.039—3 Requirements. 

* * * • ♦ 

(c) Materials . • * * 

(6) Salt spray test . Expose either 
component parts, subassemblies, or the 
complete fully charged specimen extin¬ 
guisher to a 20 percent sodium-chloride 
solution spray at a temperature of 95° F. 
(35° C.) for a period of 240 hours. ♦ • • 
* » • * » 


RULES AND REGULATIONS 

(R.S. 4417a, as amended, 4418, as amended. 
4426, as amended, 4427, as amended, 4488, as 
amended. 4491, as amended, secs. 1, 3, 49 
Stat. 1544, 1545, as amended, secs. 3, 17. 54 
Stat. 347, as amended, 166. as amended, sec. 
3. 68 Stat. 675; 46 U.S.C. 391a, 392, 404, 405. 
481, 489, 367. 1333. 626p, 50 U.S.C. 198; E.O. 
11239; Treasury Department Orders 120, July 
31. 1950, 15 FR. 6521; 167-14, Nov. 26, 1954, 
19 FR. 8026; 167-20, June 18. 1954, 21 FR. 
4894; COFR 56-28, July 24. 1956, 21 F.R. 5659; 
167-38, Oct. 26. 1959, 24 FR. 8857) 


PART 164—MATERIALS 

Subpart 164.015—Plastic Foam, Uni¬ 
cellular, Buoyant, Sheet and 
Molded Shape 

§ 164.015—1 [Amended] 

17. Section 164.015-1 is amended by 
changing the heading from “applicable 
specifications” to “applicable specifica¬ 
tions and standards”. 

§ 16*1.015—4 [Amended] 

18. Section 164.015-4 Inspections and 
tests is amended as follows: 

(1) In Table 164.015-4(a) in § 164.- 
015-4(a) the eighth entry in the third 
column entitled “Units” and opposite the 
properties entitled “Fire retardance 
(maximum) ” the phrase is changed from 
“inches per minimum” to “inches per 
minute”. 
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(2) In paragraph (c) (1) in § 164.015-4 
the phrase is changed from “largest 
shape furnished” to “largest molded 
shape furnished”. 

(3) In paragraph (f) (3) in § 164.015-4 
the formula identification number “(1)” 
is removed from the formula and placed 
at the right margin of the column so the 
formula (1) reads as follows: 

ho-hi 

Compression set (percent) =-X100 (1) 

ho-b a 

(4) In paragraph (g)(1), second sen¬ 
tence, in § 164.015-4, change the phrase 
from “45° position” to “45° angle with 
the horizontal and with the widths in a 
vertical position”. 

(5) In paragraph (h)(1), last sen¬ 
tence, in § 164.015-4, change the phrase 
from “placed by a bench mark midway” 
to “placed midway”. 

(R.S. 4488, as amended. 4491, as amended, 
secs. 6 and 17, 54 Stat. 164, as amended, 166, 
as amended, sec. 3, 70 Stat. 152; 46 U.S.C. 
481, 489, 526e, 526p, 390b. Treasury Depart¬ 
ment Orders 120, July 31, 1950, 15 FR. 6521; 
167-20, June 18, 1956, 21 F.R. 4894; and 167- 
38, Oct. 26. 1959, 24 Fit. 8857) 

Dated: January 10.1966. 

[seal] E. J. Roland, 

Admiral, U.S. Coast Guard, 
Commandant. 

[FR. Doc. 66-551; FUed, Jan. 17. 1966: 
8:46 a.m.j 
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POST OFFICE DEPARTMENT 

[ 39 CFR Part 52 1 

SPECIAL SERVICES; DOMESTIC AND 
INTERNATIONAL 

Proposed Changes in Fees and 
Regulations 

Correction 

In P.R. Doc. 66-306, appearing at page 
294 of the issue for Tuesday, January 11, 
1966, 5 52.2(b) should read as follows: 

(b) Restricted delivery. 

Fee 

(Not available for mall insured for 
$15 or less)_$0. 50 


DEPARTMENT OF AGRICULTURE 

Consumer and Marketing Service 
[ 7 CFR Part 913 1 

GRAPEFRUIT GROWN IN INTERIOR 
DISTRICT IN FLORIDA 

Approval of Expenses and Fixing of 

Rate of Assessment for Initial Fiscal 

Period 

Consideration is being given to the fol¬ 
lowing proposals submitted by the In¬ 
terior Grapefruit Marketing Committee, 
established under the marketing agree¬ 
ment and Order No. 913 (7 CFR Part 
913; 30 F.R. 15204), regulating the han¬ 
dling of grapefruit grown in the Interior 
District in Florida, effective under the 
applicable provisions of the Agricultural 
Marketing Agreement Act of 1937, as 
amended (7 U.S.C. 601-674). as the 
agency to administer the terms and pro¬ 
visions thereof: 

(a) That the expenses that are rea¬ 
sonable and likely to be incurred by the 
Interior Grapefruit Marketing-Commit¬ 
tee, during the initial fiscal period be¬ 
ginning December 20. 1965, and ending 
July 31. 1966, will amount to $30,000. 

(b) That the rate of assessment for 
such period, payable by each handler in 
accordance with § 913.31, be fixed at 
$0,005 per standard packed box. 

(c) Terms used in the marketing 
agreement and order shall, when used 
herein, have the same meaning as is 
given to the respective term in said mar¬ 
keting agreement and order. 

All persons who desire to submit 
written data, views, or arguments in 
connection with the aforesaid proposals 
shall file the same, in quadruplicate, with 
the Hearing Clerk, U.S. Department of 
Agriculture, Room 112, Administration 
Building, Washington, D.C., 20250, not 
later than the 10th day after the pub¬ 
lication of this notice in the Federal 
Register. All written submissions made 
pursuant to this notice will be made 


available for public inspection at the 
office of the Hearing Clerk during regular 
business hours (7 CFR 1.27(b)). 

Dated: January 13,1966. 

Paul A. Nicholson, 
Deputy Director, Fruit and Veg¬ 
etable Division, Consumer and 
Marketing Service. 

1F.R. Doc. 66-539; Filed, Jan. 17, 1966; 
8:45 ajn.J 


I 7 CFR Parts 1030-1032, 1038, 1039, 
1051, 1062, 1063, 1067, 1070, 
1078, 1079 1 

(Docket No. AO 101-A30 etc.] 

MILK IN CHICAGO, ILL., MARKETING 
AREA ET AL. 


Supplemental Notice of Hearing on 
Proposed Amendments to Tentative 
Marketing Agreements and Orders 


7 CFR 
Paris 

Marketing areas 

Docket Nos. 

1030 

Chicago, Ill__ 

AO 101-A30. 

1031 

Noithwcstem Indiana_ 

AO 170-A17. 

1032 

Suburban St. Louis. 

A0 313-A7. 

1033 

Rock River Valley. 

AO 194-A9. 

1032 

Milwaukee. Wis. 

AO 212-A15. 

1051 

Madison, Wis ___ 

AO 329-A2. 

1002 

St. Louis. Mo.. 

AO 10-A 32. 

10G3 

Quad Cities-Dubuquo. 

AO 105-A19. 

1007 

Ozarks... 

AO 222-A16. 

1070 

Cedar Rapids-Iowa City... 

AO 229-All. 

1078 

North Central Iowa. 

A0 272-A6. 

1079 

Des Moines, Iowa... 

AO 295-A7. 


Tliis notice is supplemental to notices 
of hearing which were published in the 
Federal Register of August 6, 1965 (30 
F.R. 9829), September 11, 1965 (30 F.R. 
11694), and December 28, 1965 (30 F.R. 
16125), with respect to proposed amend¬ 
ments to the tentative marketing agree¬ 
ments and to the orders regulating the 
handling of milk in the respective mar¬ 
keting areas designated hereinbefore. 

The Hearing Examiner has given 
notice in a separate notice of reconvened 
hearing that the hearing which was re¬ 
cessed on November 3, 1965, and post¬ 
poned on November 22, 1965 (30 FJEt. 
14662), will be reconvened at 10 a.m., 
local time, on February 1, 1966, in the 
Pick Congress Hotel, 520 South Michi¬ 
gan Avenue, Chicago, HI. 

Further notice is hereby given pur¬ 
suant to the provisions of the Agricul¬ 
tural Marketing Agreement Act of 1937, 
as amended (7 U.S.C. 601 et seq.), and 
the applicable rules of practice and pro¬ 
cedure governing the formulation of 
marketing ag reements and marketing 
orders (7 CFR Part 900), that, in addi¬ 
tion to the proposals contained in the 
notices published August 6, 1965 (30 
FR. 9829), and December 28, 1965 (30 
F.R. 16125), evidence will be received at 
the reconvened hearing on the follow¬ 
ing revised proposals. 


The proposed amendments set forth 
below have not received the approval of 
the Secretary of Agriculture. 

Proposed by Associated Dairymen: 

Revised Proposal No. 6. Delete all of 
§ 1030.51(a) and substitute in lieu there¬ 
of the following: 

(a) The price for Class I milk for the 
delivery period shall be an amount 
arrived at by computing an economic 
index with the year 1958 as the base 
period as follows: 

(1) Compute a Midwest per capita in¬ 
come index from data published by the 
U.S. Department of Commerce as fol¬ 
lows: 

(1) Divide the current annual rate of 
per capita personal income for the State 
of Missouri by $2,044.00 and multiply the 
result by 20.27. 

(ii) Divide the current annual rate of 
per capita personal income for the State 
of Illinois by $2,451.00 and multiply the 
result by 47.69. 

(ill) Divide the current annual rate 
of per capital disposable income for the 
State of Wisconsin by $1,989.00 and 
multiply the result by 19.02. 

(iv) Divide the current annual rate of 
per capita disposable income for the 
State of Iowa by $1,921.00 and multiply 
the result by 13.02. 

(v) Add together the result of (i) 
through (iv) above. 

(vi) Multiply the result arrived at in 
(v) above by 0.40. 

(2) Compute a consumer price index 
by dividing the latest United States con¬ 
sumer price index as reported by the 
Bureau of Labor Statistics by 1.007 and 
multiply the result by 0.15. 

(3) Compute an index of farm prices 
received by dividing the latest index of 
prices received by farmers in the United 
States as reported by the U.S. Depart¬ 
ment of Agriculture by 2.50 and multiply 
the result by 0.15. 

(4) Compute an index of farm prices 
paid by dividing the latest index of prices 
paid by farmers in the United States as 
reported by the U.S. Department of Agri¬ 
culture by 2.93 and multiply the result 
by 0.15. 

(5) Compute an index of Midwest 
manufacturing milk prices by dividing 
the latest Minnesota-Wisconsin price 
series reported by the U.S. Department 
of Agriculture by $0.03 and multiply the 
result by 0.15. 

(6) The economic index shall be the 
sum of (1) through (5) above. 

(7) Compute an economic index price 
by multiplying the result of (6) above by 
$0.040366 and rounding the results to the 
nearest 10 cents. 

(b) Adjust the amount arrived at in 
paragraph (a) above by a per hundred 
weight figure calculated by dividing the 
pounds of producer milk for the 12- 
month period ending with the beginning 
of the preceding month into the total 
pounds producer milk in Class I during 
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the same 12-month period for the mar¬ 
kets of Chicago, HI., Order 30; North¬ 
western Indiana, Order 31; Suburban St. 
Louis, Order 32; Rock River Valley, 
Order 38; Milwaukee, Wis., Order 39; 
Madison, Wis., Order 51; St. Louis, Mo., 
Order 62; Quad Cities-Dubuque, Order 
63; Ozarks. Order 67; Cedar Rapids- 
Iowa City, Order 70; North Central Iowa, 
Order 78; Des Moines, Iowa. Order 79. 
Utilizing the resulting Class I sales-pro- 
duction relationship, apply the appropri¬ 
ate adjustment from the following table 
to the price computed pursuant to para¬ 
graph (a). 

Class I Sales - 
Production 

Relationship Adjustment 

Below 49.6__-0.40 

49.6-51.4 _ - .30 

51.5- 53.4. - .20 

53.5- 56.4 . - .10 

55.5- 57.5 _ . 00 

57.6- 59.5 . + .10 

59.6- 61.5 -. 4* .20 

61.6- 63.5 _ 4- .30 

63.6 or More_ 4- . 40 

Revised Proposal No. 7. Delete all of 
the Class I pricing sections of the fol¬ 
lowing orders: Northwestern Indiana, 
Order 31; Suburban St. Louis, Order 32; 
Rock River Valley, Order 38; Milwaukee, 
Wis., Order 39; Madison, Wis., Order 51; 
St. Louis, Mo.. Order 62; Quad Cities- 
Dubuque, Order 63; Ozarks, Order 67; 
Cedar Rapids-Iowa City, Order 70; 
North Central Iowa, Order 78; Des 
Moines, Iowa, Order 79; and substitute 
in lieu thereof the application of the 
Chicago Class I price as computed by 
the economic formula plus a transporta¬ 
tion differential computed on the basis 
of the distance from the Chicago Zone 
I to the center of the other marketing 
area as determined by the mileages es¬ 
tablished by the Household Carrier’s 
Guide and at a rate of 1.5 cents per 
hundredweight for each 10 miles or frac¬ 
tion thereof except that for the markets 
of Rock River Valley, Order 38; Milwau- 
keee Wis., Order 39; Madison, Wis., Order 
51; the price will be the Chicago Zone 1 
price, less 4 cents per hundredweight. 

Copies of this notice of hearing may be 
procured from the Market Administrator, 
72 West Adams Street, Room 814, Chi¬ 
cago. Ill., 60603, or from the Hearing 
Clerk, Room 112-A, Administration 
Building, U.S. Department of Agricul¬ 
ture, Washington, D.C., 20250, or may 
be there inspected. Copies of the respec¬ 
tive orders may be procured from Mar¬ 
ket Administrators at the following ad¬ 
dresses; Chicago and Rock River Valley, 
72 West Adams Street, Room 814, Chi¬ 
cago, HI., 60603; Northwestern Indiana, 
220 South William, South Bend, Ind., 
46624; St. Louis, Suburban St. Louis, 
Ozarks, 2710 Hampton Avenue, St. Louis, 
Mo., 63139; Milwaukee, 4920 West Bur¬ 
leigh Street, Milwaukee, Wis., 53210; 
Madison, 1821 South Park Street, Madi¬ 
son, Wis., 53704; Quad Cities Dubuque, 
Cedar Rapids-Iowa City, North Central 
Iowa, Watch Tower Plaza, 924 37th Ave¬ 
nue, Rock Island, HI., 61201; Des Moines, 
6000 Douglas Avenue, Room 190, Des 
Moines, Iowa, 50322. 


Signed at Washington, D.C., on Jan¬ 
uary 13,1966. 

Clarence H. Girard, 
Deputy Administrator , 
Regulatory Programs. 

[F.R. Doc. 66-581; Piled, Jan. 17. 1966; 
8:47 ajn.J 

DEPARTMENT OF HEALTH, EDU¬ 
CATION, AND WELFARE 

Food and Drug Administration 
[ 21 CFR Part 166 1 

DEPRESSANT AND STIMULANT 
DRUGS 

Proposed Listing of Additional Drugs 
Subject to Control 

The Commissioner of Food and Drugs 
proposes, on the basis of his investiga¬ 
tions and the recommendations of an ad¬ 
visory committee appointed pursuant to 
section 511(g)(1) of the Federal Food, 
Drug, and Cosmetic Act, that the drugs 
set forth below be listed as depressant or 
stimulant drugs within the meaning of 
section 201 (v) of the act. Therefore, 
pursuant to the provisions of the Federal 
Food, Drug, and Cosmetic Act (secs. 201 
(v), 511, 701, 52 Stat. 1055, as amended, 
79 Stat. 227 et seq.; 21 U.S.C. 321 (v), 
360a, 371) and under the authority del¬ 
egated by the Secretary of Health, Ed¬ 
ucation, and Welfare to the Commis¬ 
sioner (21 CFR 2.90), it is proposed that 
Part 166 be amended by adding thereto 
§ 166.3 (b) and (c). as follows: 

§ 166.3 Listing of drug* defined in sec¬ 
tion 201 (v) of the act. 

• • • # # 

(b) The Commissioner has investi¬ 
gated and designates all drugs, unless ex¬ 
empted by regulations in this part, con¬ 
taining any amount of the following sub¬ 
stances as having potential for abuse and 
habit forming because of their st imulan t 
effect on the central nervous system: 

Some trade and other 
Established name names 

d-, cZZ-Methamphet- d-, cfZ-Desoxyephed- 
amine and their rine and their 
salts. salts. 

Phenmetrazine and Preludin. 
its salts. 

(c) The Commissioner has investi¬ 
gated and designates all drugs, unless 
exempted by regulations in this part, 
containing any amount of the following 
substances as having a potential for 
abuse because of their: 

(1) Depressant effect on the central 
nervous system: 

Some trade and other 
Established name names 

Chloral hydrate_Chloral. 

Chlordiazepoxlde and Librium, 
its salts. 

Diazepam_Valium. 

Ethchlorvynol_Placidyi. 

Ethlnamate_Valmld. 

Glutethlmido _Doriden. 

Meprobamate __Miltown, Equanll, 

Meprospan, 

Meprotabs. 

Methyprylon_Noludar. 

Paraldehyde_ 


(2) Stimulant effect on the central 
nervous system: 

T Reserved] 

(3) Hallucinogenic effect: 

Some trade and 

Established name other names 

DMT _ Dimethyltryptamine. 

LSD-25; LSD_d-Lysergic acid di¬ 

ethylamide. 

Mescaline and its 

salts. 

Peyote_- 

Psilocybin; pslloclbin. 

Psilocyn; psilocin- 

All interested persons are invited to 
submit their views in writing regarding 
the proposal published herein. Com¬ 
ments concerning any additional trade 
or other names that may be properly 
listed under proposed § 166.3 (b) and (c) 
are desired. Comments are also invited 
on any combination of drugs listed in 
this notice with other drugs which should 
be considered for exemption because of 
their lack of significant potentiality for 
abuse. Comments submitted in re¬ 
sponse to the notice published in the 
Federal Register of December 18. 1965 
(30 F.R. 15674), inviting information and 
suggestions on drugs that should be ex¬ 
empted from the Drug Abuse Control 
Amendments of 1965 need not be resub¬ 
mitted. Views and comments should be 
submitted, preferably in quintuplicate, 
addressed to the Hearing Clerk, Depart¬ 
ment of Health, Education, and Welfare, 
Room 5440, 330 Independence Avenue 
SW., Washington, D.C., 20201, within 30 
days following the date of publication of 
this notice in the Federal Register. 

Dated: January 13, 1966. 

Winton B. Rankin, 

Acting Commissioner of 
Food and Drugs. 

(F.R. Doc. 66-556; Filed. Jan. 17, 1966; 

8:46 a.m.] 


CIVIL AERONAUTICS BOARD 

[14 CFR Parts 288, 399 1 

(Docket No. 16859] 

EXEMPTION OF AIR CARRIERS FOR 
SHORT-NOTICE MILITARY CON¬ 
TRACTS AND SUBSTITUTE SERVICE, 
AND STATEMENTS OF GENERAL 
POLICY 

Notice of Proposed Rule Making 

January 13,1966. 

Notice is hereby given that the Civil 
Aeronautics Board proposes to amend 
Parts 288 and 399 to set new minimum 
rates for military transportation, effec¬ 
tive February 1, 1966. The principal 
features of the proposed amendments 
are explained in the Explanatory State¬ 
ment below, and the texts of the pro¬ 
posed amendments also appear below. 
The amendments are proposed under 
authority of sections 204, 403, 404, 416, 
and 1002 of the Federal Aviation Act of 
1958, as amended (72 Stat. 743, 758, 760, 
771. 788, as amended; 49 UJ5.C. 1324, 
1373, 1374, 1386, 1482). and section 3 of 
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the Administrative Procedure Act (60 
Stat. 238.5U.S.C. 1002). 

Interested persons may participate in 
the proposed rule making through sub¬ 
mission of ten (10) copies of written 
data, views, or arguments pertaining 
thereto, addressed to the Docket Section, 
Civil Aeronautics Board, Washington, 
D.C., 20428. All relevant matter in com¬ 
munications received on or before Feb¬ 
ruary 11, 1966, will be considered by the 
Board before taking action. In view of 
the importance of establishing new min¬ 
imum rates for military charters before 
the award of the fiscal year 1967 con¬ 
tracts by the Department of Defense, 
the Board does not anticipate granting 
requests for extensions of time for sub¬ 
mitting comments. Copies of communi¬ 
cations will be available for examina¬ 
tion by interested persons upon receipt 
in the Docket Section of the Board, Room 
710 Universal Building, 1825 Connecti¬ 
cut Avenue NW., Washington, D.C. 

By the Civil Aeronautics Board. 

[seal] Harold R. Sanderson, 

Secretary. 

Explanatory statement — Background . 
The Board has for a number of years 
followed a policy of establishing mini¬ 
mum rates to be charged for services 
performed by commercial air carriers 
under contracts with the Military Air¬ 
lift Command (MAC). Exemptions to 
perform such services are conditioned 
upon the observance of reasonable 
minimum rates. In the case of charters 
called for on short notice and involving 
stops outside the 48 contiguous States, a 
blanket exemption conditioned upon the 
observance of a schedule of minimum 
rates is stated in Part 288 of the Eco¬ 
nomic Regulations. However, the great 
bulk of foreign and overseas charters, or 
so called “Category B services," are not 
performed under short-notice contracts 
but rather under contracts negotiated 
annually covering all services to be per¬ 
formed during the ensuing fiscal year. 
The Board has an established policy, 
stated in § 399.16 of its Statements of 
General Policy, that in granting requests 
for exemptions to perform such opera¬ 
tions, it will consider the minimum rates 
established for short-notice charters in 
Part 288 as the minimum fair and rea¬ 
sonable rates of compensation to be paid 
for services performed under contracts 
other than those called for on short 
notice. The authority of supplemental 
carriers to perform military contracts is 
also conditioned upon observance of 
these minimum rates. 

In addition to charter services, route 
carriers have special arrangements with 
MAC for individually ticketed and way¬ 
billed services on their regularly sched¬ 
uled flights between points within the 
48 contiguous States, on the one hand, 
and points outside thereof, on the other. 
Such services are classified by the mili¬ 
tary as “Category A or Z traffic” in the 
case of passengers and “Category A” only 


in the case of cargo. 1 * * * * * * * 9 The § 399.16 Policy 
Statement also states the minimum rates 
considered by the Board to be reasonable 
for such services. 

The so-called “Logair” and “Quick- 
trans” services are the final category for 
which minimum rates are established.* 
Logair consists essentially of a regularly 
scheduled pattern of cargo service be¬ 
tween Air Force bases for which MAC 
contracts annually. Quicktrans consists 
of a similar service between Navy bases. 
Logair and Quicktrans services are au¬ 
thorized by exemptions issued annually 
immediately prior to the beginning of 
the fiscal year, and the minimum rates 
considered reasonable for such services 
are stated in § 399.16 of the Policy State¬ 
ments. 

Since undertaking the regulation of 
rates for services performed for MAC, 
the Board has periodically reviewed the 
minimum rate levels and the standards 
used in constructing minimum rates. 
During the early 1960*s the reviews were 
concerned primarily with reflecting the 
operating economies resulting from the 
replacement of older piston-powered air¬ 
craft used in MAC service with an in¬ 
creasing number of more efficient mod¬ 
ern turbine-powered aircraft. More re¬ 
cently, increased procurement by MAC 
under the expansion provisions of the 
contracts has brought about improved 
aircraft utilization resulting in further 
reductions in unit costs. Over the years, 
then, the trend of the rates has been sub¬ 
stantially downward. 

Last year, the Department of Defense 
requested the Board to conduct and com¬ 
plete an overall review of the minimum 
rates applying to military traffic in ad¬ 
vance of the procurement for fiscal 1966. 
Such a review was undertaken and on 
March 17. 1965, by ER-432 and PS-26, 
the Board announced substantial reduc¬ 
tions in the minimum rates to take effect 
on July 1, 1965. These reductions were 
projected at that time to save the De¬ 
partment of Defense approximately 25 
million dollars during the entire fiscal 
year; but, since the fiscal 1966 require¬ 
ments have substantially exceeded ex¬ 
pectations, the savings will undoubtedly 
be much greater. 

This notice represents the first step 
in a second overall review of MAC mini¬ 
mum rates. As in previous reviews, the 
notice is based upon carrier submissions 
relative to their cost of providing MAC 
service and their recommendations as to 
the rate levels that should apply. In ad¬ 
dition, MAC has been given the oppor¬ 
tunity to submit its own analysis of the 
carriers’ submissions and recommenda¬ 


1 The Category A and Z classifications cur¬ 

rently have no rate significance, and are 

Important only to the Department of De¬ 

fense as a matter of Internal management. 
The ticketing and traffic management func¬ 

tions with respect to Category A traffic are 
handled by MAC, while such functions are 

performed by the individual services in the 

case of Category Z traffic. At present, the 

rates are the same in both cases. 

9 Domestic charters for the military and 
certain domestic movements of military per¬ 
sonnel in less than planeload lots are ac¬ 
complished under special tariff rates, and 
the charges therefor are regulated in the 
same manner as other tariff rates. 


tions as to rate levels. The Board has 
considered both the carriers’ and MAC’S 
submissions in reaching the tentative 
conclusions stated in this notice. 

Summary of Rates Proposed by the 
Carriers and MAC—Foreign and over¬ 
seas charters. Foreign and overseas 
charters account for by far the greatest 
part of military contract services and 
also carry important implications with 
respect to the structuring of rates for 
individually ticketed and waybilled serv¬ 
ices. For foreign and overseas charters, 
MAC has proposed substantial across- 
the-board reductions, while the carriers 
for the most part seek to hold the line 
at present levels or to obtain increases. 

MAC proposes a round-trip charter 
rate of 1.84 cents per passenger-mile, 
which is 16.4 percent below the current 
rate of 2.2 cents per passenger-mile. 
Trans International Airlines, Inc. (TLA), 
proposes a reduction to 2.15 cents per 
passenger-mile but only for services per¬ 
formed in the 61-series or so-called 
“stretched” model of the DC-8F. For 
regular DC-8F services, it seeks a rate 
i ncre ase. The Flying Tiger Line Inc. 
(FTL), recommends that MAC agree to 
reduce the seat pitch acceptable to it 
from 38 to 34 inches. With such in¬ 
creased density, it suggests that a rate 
of 2.09 cents per passenger-mile would 
be in order; but at current seating re¬ 
quirements it seeks to retain the current 
rate of 2.2 cents per passenger-mile. In 
addition to FTL, Northwest Airlines, Inc. 
(Northwest), Continental Air Lines. Inc. 
(Continental), Pan American World Air¬ 
ways, Inc. (Pan Am), Trans Caribbean 
Airways, Inc. (TCA), and Trans World 
Airlines, Inc. (TWA), favor retention of 
the current round-trip passsenger char¬ 
ter level. The remaining contractors 
propose increases of varying degrees up 
to an 18.2-percent increase proposed by 
Capitol Airways, Inc. (Capitol). 

For one-way passenger charters, MAC 
proposes a relatively large cut based in 
part on its contention as to the costs of 
round-trip services and in part on its 
contention that the return legs of such 
trips are being increasingly put to com¬ 
mercial revenue use. It proposes to re¬ 
duce the current rate of 3.96 cents per 
passenger-mile by 33.1 percent to 2.65 
cents per passenger-mile. Except for 
special rates pr opos ed by TLA for the 
DC-8F-61 and FTL for higher-density 
seating, the carriers propose retention 
of the current level or increases ranging 
to a high 31.3 percent above the existing 
rate. 

The MAC recommendation relative to 
the round-trip cargo minimum rate, cur¬ 
rently 9.5 cents per ton-mile, is for a 
reduction by 18.3 percent to a level of 
7.76 cents per ton-mile. Reductions of 
a more modest nature are also proposed 
by Continental, Northwest, Pan Am, and 
World Airways, Inc. (World). Airlift 
International, Inc. (Airlift), FTL, TCA, 
and The Slick Corp. (Slick) favor con¬ 
tinuing the existing rate of 9.5 cents per 
ton-mile. The remaining contractors, 
TLA, Seaboard World Airlines, Inc. (Sea¬ 
board), and Capitol propose increases. 

In contrast to passenger charters, by 
far the majority of MAC cargo charters 
are one-way in character; and for such 
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operations MAC has proposed a mini¬ 
mum rate of 12.99 cents per ton-mile 
which, if adopted, would result in a 26.3- 
percent reduction in the current rate of 
17.63 cents per ton-mile. Continental, 
Northwest, and Pan Am also propose re¬ 
ductions, but of comparatively modest 
proportions. TCA, FTL, and Slick would 
retain the current minimum rate, and 
the remaining contractors propose in¬ 
creases. 

The current cargo charter minimum 
rates also provide for a differential in 
favor of services performed over a North 
Pacific routing of 0.5 cent per ton-mile 
one-way and 0.25 cent per ton-mile 
round-trip. Consistent with its position 
in the past, MAC recommend s di scon- 
tinuance of this differential. FTL, the 
principal carrier performing cargo char¬ 
ters over a North Pacific routing, favors 
retention of the differential at its cur¬ 
rent level. No other carrier has pro¬ 
posed special rates for a North Pacific 
routing. 

Convertible charters, which consist of 
a round trip on which cargo is carried in 
one direction and passengers in the other, 
lrnve special minimum rates for each of 
the cargo and passenger legs of the round 
trip. The current minimums were con¬ 
structed by adding 0.15 cent per passen¬ 
ger-mile to the regular round-trip pas¬ 
senger minimum for the rate applying 
on the passenger leg, and 0.66 cent per 
ton-mile to the round-trip cargo mini¬ 
mum, adjusted to reflect the lost usable 
space resulting from storing passenger 
equipment on convertible flights in the 
case of the minimum applying to the 
cargo leg. Such added factors are re¬ 
quired to compensate the carriers for ex¬ 
tra costs associated with reconfiguring 
aircraft and ferrying crews, which are 
peculiar to convertible and mixed char¬ 
ters. MAC proposes to reduce the con¬ 
vertible rates to reflect the lower round- 
trip passenger and cargo minimums it 
has proposed, but it does not propose any 
change in the added factors. The rates 
proposed by the carriers for convertible 
charters in general approximate the cur¬ 
rent level, although there are some 
slightly lower and some higher proposals. 

The minimum rates for mixed char¬ 
ters, i.e., those on which both cargo and 
passengers are carried at the same time, 
are designed to yield approximately the 
same as convertible charters, but giving 
consideration to the relative mix between 
passengers and cargo. Again, MAC 
would reduce the mixed rates to reflect 
the reductions it has recommended in 
the case of round-trip passenger and 
cargo services, but it would allow an 
added factor for the extra costs peculiar 
to convertible and mixed charters equal 
to that used in constructing the current 
minimums. Most of the carriers have 
Proposed a single plane-mile rate for 
mixed services instead of a sliding scale 
based on the mix of passengers and 
cargo, the form in which the rates are 
pow stated. Comparisons are there¬ 
fore difficult, but it appeal's that most of 
those proposing mixed rates favor hold- 
log the line or a rate increase. 

Two new aircraft will be introduced 
J™ 0 service this year. They are 
ne DC-8F-61, or so-called “stretched 


DC-6,” which will be used by TIA, and 
the B-727QC which will be offered by 
Braniff Airways, Inc. (Braniff). TIA 
suggests that the DC-8F-61 produces 
better unit costs and should be given a 
rate advantage over older and smaller 
turbine-powered equipment, but MAC 
would continue the policy of rate parity 
in the case of this aircraft. For the 
B-727QC, however, MAC proposes a rate 
25 percent higher than that recommend¬ 
ed by it for all other turbine aircraft. 
Despite the higher operating costs of 
this smaller aircraft, MAC believes that 
it presents offsetting service advantages 
in the less dense traffic segments now 
being served by higher-cost piston air¬ 
craft. The rate of 2.30 cents per pas¬ 
senger-mile proposed by MAC for the 
B-727QC, although 25 percent above the 
general turbine level, is still some 9.8 
percent below the 2.55 cents per passen¬ 
ger-mile proposed by Braniff. MAC has 
not proposed rates for either mixed or 
convertible services using the B-727QC. 

Individually ticketed and waybilled 
services. MAC proposes a substantial 
rate reduction for “Category A” individ¬ 
ually ticketed passenger traffic. It also 
proposes a reduction for “Category Z” 
individually ticketed passenger traffic, 
but of a lesser extent than that proposed 
for Category A. An effect of the MAC 
recommendation in this area is, then, to 
end the parity between Category A and 
Z rates that has existed over the years. 

MAC urges, as it did in the last review, 
that the Category A rate be set at the 
same level as the round-trip “Category 
B" international charter rate. The 
Category A passenger rate is currently 
3.75 cents per passenger-mile, well above 
the round-trip Category B rate, but 
somewhat below the one-way rate. A 
reduction of 50.9 percent would result 
from adoption of the rate of 1.84 cents 
per passenger-mile recommended by 
MAC. 

For Category Z passengers, MAC 
recommends a rate of 2.54 cents per pas¬ 
senger-mile, a reduction of 32.3 percent 
from the current rate. The higher 
Category Z rate would also apply to Cate¬ 
gory A passengers to the extent that a 
directional imbalance prevails. In other 
words, if during a given month the num¬ 
ber of Category A passengers moving over 
a particular route in one direction 
totaled more than 125 percent of the 
number moving in the other direction, 
MAC would pay for the excess at the 
higher Category Z rate. 

Alaska Airlines, Inc. (Alaska), Pan 
Am, TCA. and TWA propose no change 
in their current Category A and Z rates. 
Northwest, however, recommends in¬ 
creasing the Category A and Z minimums 
to the current level of the one-way Cate¬ 
gory B passenger rate, 3.96 cents per 
passenger-mile. 

MAC proposes no new rates for Cate¬ 
gory A cargo, but only a different basis 
for the application of the rates. Cur¬ 
rently, Category A cargo moving in an 
outbound direction takes a rate of 12.0 
cents per ton-mile for the first four 
pallets, and 17.63 cents per ton-mile 
(the current one-way Category B rate) 
on pallets in excess of four per flight. 
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MAC recommends extending the appli¬ 
cation of the 12.0-cent-per-ton-mile rate 
to the first eight pallets. MAC proposes 
no change in the rate applying to pal¬ 
lets in excess of eight per flight. 

In the inbound direction, the current 
rate is 10.0 cents per ton-mile on the 
first four pallets and 17.63 cents per ton- 
mile on pallets exceeding four per flight. 
MAC proposes that the 10.0-cent rate 
apply without restriction on inbound 
flights. 

TWA has made no recommendations 
on Category A cargo rates. Seaboard 
proposes continuance of the existing 
rates. Pan Am proposes the existing 
rates except that it would lower the rate 
applying to pallets in excess of four per 
flight to coincide with its recommended 
Category B one-way cargo rate of 16.85 
cents per ton-mile. Northwest proposes 
that all Category A cargo take the same 
rate as it currently takes on one-way 
Category B charters, i.e., 17.63 cents per 
ton-mile. It also proposes that the 
minimum weight per pallet applying to 
Category A cargo be raised from 4,500 to 
5,615 pounds. 

No party proposes any change in the 
additional charges required for air or 
truck pick-up of Category A at certain 
air bases. 

Piston rates. There are currently two 
levels of rates applying to international 
Category B charters performed with pis¬ 
ton-powered aircraft. There is the rate 
that applies generally to such services, 
i.e., in areas where they must compete 
with turbine-powered equipment. MAC 
has made no recommendation with re¬ 
spect to these rates, but substantial in¬ 
creases have been proposed by Capitol, 
Airlift, and Alaska. 

The other level applies only in stated 
geographic areas where operations with 
turbine-powered aircraft have not been 
operationally or economically feasible. 
These charters are almost all of a mixed 
nature, and MAC has proposed reduc¬ 
tions in all mixed piston charter rates 
except those applicable to intra-Alaska 
services. For Alaskan services it would 
continue the existing scale of rates. 

In the case of DC-6 mixed charters, 
which are now being performed only by 
Southern, MAC recommends a scale that 
is both lower and narrower than that 
now in effect. In other words, for mixed 
trips consisting mostly of passengers, the 
MAC reductions would be much greater 
than they would be on trips where the 
mix is predominantly cargo. Southern 
is satisfied with the existing scale for 
mixed operations. It requests, however, 
that the available cabin load for which 
MAC is required to pay on all passenger 
flights be increased from 83 to 88. 

For mixed charters using DC-7CF or 
L-1049H aircraft outside of Alaska, MAC 
has suggested an across-the-board re¬ 
duction in the scale. The carriers now 
performing such charters, Airlift. North¬ 
west, and Capitol, all request increases, 
which in some cases are of substantial 
proportions. 

Logair and Quicktrans rates. Con¬ 
sistent with the position taken by it in 
other areas, MAC recommends reduc¬ 
tions in most of the rates applicable to 
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Logair and Quicktrans charters. It has 
only made an exception in the case of 
C—46 services, where it proposes an in¬ 
crease of from 73.5 cents per course- 
flown mile to 82.5 cents. The MAC in¬ 
crease is, however, of considerably more 
modest proportions than those recom¬ 
mended by the carriers. Airlift has pro¬ 
posed a rate of 95 cents per course-flown 
mile for Logair services, and Zantop Air 
Transport, Inc. (Zantop), has proposed 
a rate of 93 cents for Quicktrans services. 

In the case of AW-650 and DC-6 
operations, MAC has recommended an 
effective reduction in the rate per course- 
flown mile of from $1.40 to $1,378. MAC 
also urges that the rate be changed in 
form to a dual rate consisting of separate 
line-haul and landing elements. The 
effect of this change is to increase the 
yield for short-haul operations, per¬ 
formed mostly with the AW-650, and 
lower the yield for the longer-haul 
routes, served principally by DC-6’s. 
However, the contractors seek new rates 
for both DC-6 and AW-650 operations 
that would be well above the current rate 
of $1.40 per course-flown mile and above 
their yield under the MAC recommended 
dual rate. 

FTL proposes a modest increase in the 
minimum applicable to its CL-44 opera¬ 
tion in Quicktrans of from $2.40 per 
course-flown mile to $2.45. MAC, on the 
other hand, proposes a substantial re¬ 
duction to $1,782 per course-flown mile. 

Forecasting costs for international 
charter services. As a basis for project¬ 
ing fiscal 1967 costs, CAB Form 41 data 
for the 12-month period ending June 30, 
1965, have been reported by all current 
contractors. Each carrier has then ad¬ 
justed its own reported results to take 
account of such matters as out-of-period 
items and reporting mistakes. They 
have then further adjusted to take ac¬ 
count of conditions peculiar to MAC 
service, to annualize cost increases that 
have taken place in the interim, and to 
reflect cost increases that are about to 
take place. 

MAC has subjected the carrier sub¬ 
missions to an intensive analysis. In 
general, using policies employed by the 
Board in earlier military rate reviews, 
it has made extensive adjustments in the 
carriers’ cost projections. For example, 
where carriers have projected aircraft 
utilization below the level achieved in 
fiscal 1965, MAC has adjusted their costs 
to reflect aircraft utilization at a level 
equal to their average fiscal 1965 experi¬ 
ence. Projected cost increases inade¬ 
quately documented were eliminated. 
Where necessary, reported depreciation 
expenses were adjusted to conform to 
the standards adopted by the Board last 
year, i.e., a service life of 12 years and 
15-percent residual in the case of turbo¬ 
jets and a 10-year life and 15-percent 
residual for turboprops. MAC has, how¬ 
ever, made one significant departure 
from past Board practice. It has at¬ 
tempted to analyze the subaccounts 
within the various categories of indirect 
cost and determine whether they are 
responsive to increases in the volume of 
operations. From this analysis it has 
derived the relative proportion by which 


it contends each functional account is 
made up of expenses that tend to be 
fixed in nature as opposed to those that 
are variable. It has then adjusted such 
functional accounts for utilization to the 
extent that it has determined them to 
be of a fixed character. 

The Board has carefully reviewed the 
submissions of both MAC and the car¬ 
riers. It has made its own independent 
test of the carriers’ cost projections. To 
the extent that the carrier submissions 
were found to deviate from the standards 
developed for costing MAC services over 
the years, appropriate adjustments have 
been made. Each such adjustment is 
tabulated and explained in the Appen¬ 
dices attached hereto, which contain 
tables showing each contractor’s re¬ 
ported, adjusted, and forecast costs as 
well as the adjustments that the Board 
has made in such forecasts. As pointed 
out earlier, MAC has for the most part 
adopted in principle the costing stand¬ 
ards previously developed by the Board. 
However, in screening cost submissions, 
the Board has in a number of cases dif¬ 
fered with MAC in the application of the 
principle and in its interpretation of car¬ 
rier data. These differences are readily 
apparent from an examination of tables 
in the Appendices. 

The Board has not adopted the treat¬ 
ment of indirect costs recommended by 
MAC. Its classification of subaccounts 
as fixed or variable in nature is based 
solely upon a reading of the reporting 
instructions; and some of its classifica¬ 
tions are, at best, highly controversial in 
the absence of tests showing that such 
expenses have historically remained con¬ 
stant in the face of an expanding volume 
of service. This is not to say that the 
Board does not recognize that some sub¬ 
accounts in the indirect cost area are in 
the short run not responsive to changes 
in the volume of operations. Although 
the behavior of particular subaccounts 
tends to be uneven, it has been the 
Board’s experience that indirect costs in 
the aggregate follow very closely the 
trend of direct cost. 

In forecasting aircraft utilization, the 
Board has departed somewhat from the 
policies followed in previous reviews. 
In essence, it has been the Board’s policy 
to base route carrier utilization forecasts 
on their experienced systemwide aver¬ 
ages during the most recent 12-month 
period for which data were available. 
The supplemental air carriers, whose op¬ 
erations consist predominantly of char¬ 
ters for MAC, were assigned utilization 
rates somewhat higher than their ex¬ 
perience but at levels which were con¬ 
sidered by the Board to be consistent 
with reasonably efficient operations. 
While this policy has worked well in past 
reviews, it is apparent that the MAC 
commercial airlift requirement associ¬ 
ated with this Nation’s expanded com¬ 
mitments in Southeast Asia have so in¬ 
creased in recent months that it would 
not be appropriate to do so here. 

During fiscal 1965, only one carrier 
achieved an average aircraft utilization 
rate in excess of 11 hours per day. There 
were two more with utilization rates in 
excess of 10 but less than 11 hours per 


day. On the other hand, four carriers 
failed to achieve an average aircraft 
utilization rate of 9 hours per day. 

In the review conducted last year, in¬ 
dividual rates of utilization were fore¬ 
cast by the Board which averaged about 
9 5 hours per day, and the fiscal year 
1965 results would appear to approxi¬ 
mate that forecast. By contrast, during 
the month of July 1965, one carrier 
achieved a utilization rate of 14 hours 
per day; one, a rate of 13 hours per day; 
four, rates of 12 hours per day; and no 
carrier for which results are reported ex¬ 
perienced a rate below 10 hours per day. 
The August and September results are 
equally impressive; and, indeed, one car¬ 
rier, Continental, achieved an average 
daily aircraft utilization rate in excess of 
15 hours per day during the month of 
September. 

The table below sets forth the recent 
utilization experience of the current 
MAC contractors : 

Aircraft Utilization in Hours per Day 



Fiscal 

year 

1905 

July 

Aug. 

Sept. 

Oct. 

Airlift. 

Alaska. 

7.80 

8.78 

11.98 

9.6 

10.55 

9.85 

9.1 

8.4 

9.5 
10.42 

7.35 

9.44 

9.00 

11.30 

a 91 

0.70 

11.65 

Continental_ 

FTL. 

Northwest_ 

Pan Am. 

14.65 
10.1 
11.05 
10.85 
12.5 
10.4 
12.1 
12.02 
10.36 
12.51 
13.0 

14.92 

9.9 

11.20 

11.29 

11.4 

10.4 
1L5 
1L5 
11.99 
13.11 
12.47 

15.17 

10.0 

11.03 

11.06 

13.78 

*‘io.*62 

Seaboard. 


Slick. 

TCA. 

TWA..... 

Capitol.. 

T1A. 

World. 

12.1 
11.3 
11.42 
11.10 
13.19 
12.27 

10.9 

11.28 

7.69 
11.0 


This most recent experience would 
seem to indicate that the MAC require¬ 
ments for airlift frequently tax the avail¬ 
able capacity. In such circumstances 
the utilization rates may depend more 
on operational factors than the avail¬ 
ability of a revenue use for the capacity 
offered. There appears to be no im¬ 
mediate prospect for a significant change 
in either the military demand or the 
available capacity. With these facts in 
mind, the Board believes that the fiscal 
1965 utilization rates are not represent¬ 
ative of those that may be expected in 
the future. 

It is apparent that any forecast of 
utilization based on the limited experi¬ 
ence at the high current levels must be 
in large measure a judgment estimate. 
The rates currently being achieved by 
some carriers are far above anything 
that has been achieved before, and 
whether they can continue to maintain 
such rates on a sustained basis is ques¬ 
tionable. The Board also cannot disre¬ 
gard the fact that July, August, and Sep¬ 
tember are months of seasonably high 
commercial charter activity, which may 
contribute to better-than-average utili¬ 
zation. Taking all of the relevant fac¬ 
tors into consideration, it has been con¬ 
cluded that a uniform aircraft utiliza¬ 
tion basis of 11 hours per day should be 
adopted for purposes of this rate pro¬ 
ceeding. Such a rate is well above most 
carrier forecasts and is somewhat higher 
than the average of the MAC forecasts. 
Nevertheless, a substantial number of 


FEDERAL REGISTER, VOL. 31, NO. 11—TUESDAY, JANUARY 18, 1966 































PROPOSED RULE MAKING 


569 


carriers have achieved better than 11 
hours per day utilization during the re¬ 
cent months, with a few achieving better 
than 12 hours per day. On the basis of 
the data now available, the 11-hour-per- 
day rate appears to the Board to be 
reasonably in line with what the indus¬ 
try may be expected to average over a 
sustained period of time at current levels 
of demand. Of course, as in the case of 
any average, some carriers may be ex¬ 
pected to better this rate while others 
will not achieve the forecast level. 

Rates for international charter serv¬ 
ices — Round-trip passenger charters. 
An examination of the detailed passenger 
costs of each contractor as set forth in 
Appendix A *• reveals a pattern that is 
not substantially different from that 
forecast in last year’s review. What un¬ 
accounted-for cost increases have taken 
place have been more than offset by the 
much higher aircraft utilization now be¬ 
ing experienced. It thus appears that 
a further reduction of rates is warranted. 

In determining the rates for passenger 
charters, it has been concluded that no 
weight should be given to CL-44 costs. 
The CL-44 is used almost entirely for 
cargo operations, and it thus seems ap¬ 
propriate for its costs to be reflected in 
more substantial measure in the cargo 
rate while basing the passenger rate on 
jet costs. Looking, then, only to jet oper¬ 
ations, the adjusted round-trip passenger 
cost of each of the current contractors 
is set forth below: 


Total Cost of Passenger Charter Services ter 
Passenger-Mile—Fiscal 1967 


Jot services 

Total operating 
expenses 

Return 

and 

Total 

cost 


Carrier 

forecast 

As ad- 
justed 

taxes 

recognized 

Airlift. 

Cent a 

Centa 

Centa 

Cerxta 

1.70 

1.59 

0.30 

1.89 

Alaska. 

2.27 

2.21 

. 16 

2.37 

Continental. 

1.83 

1.49 

.35 

1.84 

Northwest. 

Pan American: 

1.70 

1.G0 

.39 

1.99 

B707-300. 

2.05 

1.94 

.23 

2.17 

B 707-321B/C... 

1.06 

1.80 

.37 

2.17 

Seaboard. 

1.95 

1.78 

.36 

2.14 

TCA. 

1. 74 

1. 70 

.35 

2.04 

TWA. 

1.05 

1.52 

.31 

1.83 

Capitol___ 

2.02 

1.62 

.31 

1.95 

1.82 

1.51 

.21 

1.72 

World. 

1.50 

1.32 

.33 

1.65 


The range of individual results is not 
significantly unlike that of earlier re¬ 
views. An industry average cost of 1.979 
cents per passenger-mile may be com¬ 
puted giving each carrier’s cost equal 
weight. Weighting each carrier’s cost on 
the basis of the aircraft it has committed 
to MAC services results in a slightly 
lower average, i.e., 1.968 cents per pas¬ 
senger-mile. 

Cost averages such as those computed 
above are, however, only tools to be used 
by the Board in exercising its judgment 
as to the proper rate level. The Board 
must consider both the collective and 
individual effect of any particular rate 
level. Considering the range of indi¬ 
vidual costs, the high level of aircraft 
utilization upon which the cost forecasts 
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are predicated, and the relatively low 
costs forecast for the three supplemental 
air carriers, whose aircraft utilization 
is particularly sensitive to the volume of 
MAC charters, the Board has concluded 
that it should propose a round-trip in¬ 
ternational passenger charter rate of 2.0 
cents per passenger-mile which is slightly 
higher than the computed industry 
averages. 

The proposed 2.0-cent rate is 9.1 per¬ 
cent below the current rate. This is a 
fairly substantial reduction, especially 
when it is remembered that it comes on 
the heels of a 13.7-percent reduction ef¬ 
fected only last July. The effect on car¬ 
rier revenues can also be expected to be 
substantial. Nevertheless, looking at 
current cost levels, the Board believes 
that the industry will be able to continue 
in a healthy and viable state at the rate 
level proposed as long as the level of de¬ 
mand continues to produce the current 
high levels of aircraft utilization. 

Round-trip cargo charters. Each of 
the current contractor’s computed cost 
of performing round-trip MAC cargo 
charters is set forth in detail in Appen¬ 
dix B. Sto These costs are summarized 
below: 


Total Coot of Cargo Charter Servicer per Ton- 
Milk—Fiscal 1067 



Total operating 
expenses 

Return 

and 

Total 

cost 


Carrier 

forecast 

As ad- 
justed 

taxes 

recognized 

Jet services: 

Centa 

Centa 

Centa 

Centa 

Airlift. 

6.53 

5.94 

1.36 

7.3 

Continental... 

7.11 

5.41 

1.59 

7.0 

Northwest. 

6. 28 

5.75 

1.75 

7.5 

Pan American. 

7.24 

6.70 

1.60 

8.3 

Seaboard_ 

7.29 

6.31 

1.59 

7.9 

TCA. 

6.74 

6.54 

1.56 

8.1 

Capitol. 

7. 70 

5.97 

1.43 

7.4 

TIA. 

7.42 

6.96 

.94 

6.9 

World. 

Turboprop 

services: 

5.82 

4.95 

1.45 

6.4 

Flying Tiger... 

8.32 

7.52 

1.38 

8.9 

Seaboard. 

9.08 

8. 82 

1.07 

9.9 

Slick. 

9.40 

7.07 

1.13 

8.2 


As in the case of the passenger rate, the 
cargo rate reflects an averaging of indus¬ 
try costs. In the past, however, the 
weighting "assigned to CL-44 costs has 
not been commensurate with their actual 
participation in cargo charters. During 
fiscal 1965, 88 percent of the MAC fixed- 
buy of cargo charters was to be performed 
by CL-44’s. While it may be expected 
the CL-44 participation will diminish 
over the years, it nevertheless appears 
that they will continue to predominate 
in the cargo field during the coming year. 
It has accordingly been determined that 
their experienced costs should receive a 
weighting in line with their expected par¬ 
ticipation. Assigning CL-44 costs a two- 
to-one weighting over jet costs produces 
an industry average cost of 8.5 cents per 
ton-mile. A rate at this level would rep¬ 
resent a reduction of 10.5 percent from 
the current level of 9.5 cents per ton-mile. 
This is slightly higher than the reduc¬ 
tion proposed in the round-trip passen¬ 
ger rate. However, looking at the ad- 
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justed costs in light of the current high 
levels of demand for cargo services, the 
Board has concluded that a reduction of 
such proportions is warranted. Accord¬ 
ingly, the round-trip cargo charter rate 
proposed herein is 8.5 cents per ton-mile. 

The Board has determined to continue 
to apply a differential in favor of cargo 
charters operated over a North Pacific 
routing. The cost submissions of Flying 
Tiger, the carrier performing the great 
bulk of cargo charters over a North Pa¬ 
cific routing, tend to bear out the need 
for such a differential at its current level. 
MAC has presented no argument in sup¬ 
port of eliminating the differential that 
has not previously been considered by the 
Board. Thus, the rate proposed for 
round-trip cargo charters over a North 
Pacific routing is 8.75 cents per ton-mile. 

One-way rates. In the past, one-way 
rates have essentially reflected a doubling 
of the round-trip rate with the savings 
attributable to flying the backhaul empty 
subtracted and the amount related to 
backhaul miles which are put to com¬ 
mercial revenue use also subtracted. 
There has been no real dispute as to this 
method of construction, although the 
factual bases for the actual cost savings 
attributable to flying empty and for the 
extent of the commercial revenue back¬ 
hauls factored into the rate have been 
questioned. 

Last year, the Board computed the 
cost savings related to flying an empty 
backhaul to be 11 percent in the case of 
one-way passenger charters and 5 per¬ 
cent in the case of cargo charters—the 
cost saving being greater on the return 
of passenger charters because of the 
elimination of passenger servicing costs. 
No one has challenged these factors. 
The current carrier cost submissions tend 
to bear out the accuracy of the 5-percent 
factor related to cargo backhauls but in¬ 
dicate that the saving on passenger re¬ 
turns is nearer 15 percent. 

The extent of commercial revenue use 
of MAC ferry backhauls is a more con¬ 
troversial subject. In the last review, it 
was estimated that 10 percent of the 
revenue backhauls were sold to commer¬ 
cial users. MAC, however, has assumed 
much higher commercial use of revenue 
backhauls based on the data for the first 
quarter of fiscal 1966. During this pe¬ 
riod, the carriers performing one-way 
passenger charters reported that 50 per¬ 
cent of their backhauls were put to com¬ 
mercial revenue use, and the carriers 
performing one-way cargo charters re¬ 
ported that 30 percent of the backhauls 
related to such charters received com¬ 
mercial revenue traffic. 

The Board is not convinced that the 
data referred to above are representa¬ 
tive. In the first place, the quarter end¬ 
ing September 30 is one of seasonably 
high commercial charter activity. More¬ 
over, the passenger results appear to be 
heavily weighted by the experience of 
one carrier. TWA. Similarly, the cargo 
results are heavily influenced by the ex¬ 
perience of one carrier, FTL. Thus, 
while it appears that a commercial use 
will be found for a somewhat higher 
proportion of MAC backhauls than the 
10 percent forecast last year, the Board 
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is not prepared to base the one-way rates 
on the substantially higher levels of 
commercial usage indicated by the re¬ 
sults reported for the first quarter of this 
fiscal year. In the absence of more rep¬ 
resentative data, it is believed that the 
most reasonable forecasts are for a 20- 
percent commercial usage of one-way 
passenger backhauls, and a 15-percent 
commercial usage of one-way cargo 
backhauls. 

Using the factors discussed above, the 
Board has computed the one-way pas¬ 
senger rate to be 3.36 cents per passenger- 
mile. The one-way cargo rate works out 
to 15.37 cents per ton-mile generally and 

15.87 cents per ton-mile when a North 
Pacific routing is used. These proposed 
rates, if adopted, will result in a 15.2- 
percent reduction in the one-way pas¬ 
senger charter rate and a 12.8-percent 
reduction in the one-way cargo charter 
rate. 

Mixed and convertible charter rates. 
In the last review it was concluded that 
mixed and convertible charters entail 
measurably higher costs because of the 
need for reconfiguring aircraft and cabin 
crew ferrying. Such extra costs were 
computed to average 24 cents per air¬ 
craft-mile, and this amount was factored 
into the rates. The technique by which 
these rates were constructed in the last 
review lias been earlier described. No 
one has raised any question as to the 
amount of extra costs to be factored into 
rates or to the technique of construction. 
Accordingly, starting with the new round- 
trip passenger and cargo charter rates 
proposed herein, new convertible and 
mixed rates have been computed on the 
same basis as that used in the last re¬ 
view. The convertible rate so computed 
and proposed herein is 2.15 cents per 
passenger-mile for the passenger leg, and 

9.87 cents per ton-mile for the cargo leg 
over all routings except the North Pacific, 
and 10.12 cents per ton-mile over a 
North Pacific routing. The scale of new 
mixed rates proposed is: 


Mixed Hates 


Passengers and pallets 

Per aircraft mile 

Regular 

rate 

North Pacific 
rates 

1G5 and 0-- 

$3.55 

$3.55 

117 and 3_ 

3.48 

3.51 

105 and 4.. 

3.47 

3.50 

93 and 5.. 

3. 45 

3.49 

81 and 6_ 

3.44 

3.48 

63 and 7_ —.. 

3.41 

3.40 

M and 8-- 

3.3y 

3.45 

0 and 12_ 

3.33 

3.41 


New aircraft . As previously noted, two 
new aircraft are expected to be used in 
MAC service in the near future. They 
are the DC-8F-61 and the B-727QC. 
For the DC-8F-61, MAC and TIA have 
proposed an all-passenger available 
cabin load (ACL) of 219 passengers and 
a cargo ACL of 18 pallets or 45 tons. 
MAC and Braniff have proposed a pas¬ 
senger ACL of 105 passengers for the 
B-727QC and a cargo ACL of 8 pallets or 
18 tons. Such levels appear to be con¬ 


sistent with the aircraft specifications 
and will be proposed in this notice. 

The Board has determined not to es¬ 
tablish a special rate for the DC-8F-61. 
This aircraft will be used in the same 
areas and has approximately the same 
speed and range as the smaller jet air¬ 
craft currently being used for MAC char¬ 
ters. In short, it will be fully competi¬ 
tive with current jet aircraft, although 
it is expected to produce somewhat bet¬ 
ter unit costs, the exact extent of which 
has yet to be demonstrated in experience. 
It has not been the Board’s, practice to 
give new aircraft a rate advantage. 
Rather, a rate parity has been main¬ 
tained in order not to create a competi¬ 
tive imbalance between contractors and 
equipment. The minimum rates reflect 
an averaging of the costs of all aircraft 
types used in MAC charters. As mod¬ 
ern and more efficient aircraft are in¬ 
troduced into that service, the minimum 
rates have been revised to reflect their 
increased participation. The Board has 
not been made aware of any reason to 
treat the DC-8F-61 differently from 
other new aircraft introduced into MAC 
service in recent years. 

In the case of the B-727QC, however, 
a special rate wdll be proposed. This 
aircraft is much smaller than the jet 
aircraft now' performing MAC charters 
and also has a shorter range. It oper¬ 
ates at somewhat higher unit costs than 
the larger jet equipment, and both the 
carrier offering it and MAC propose that 
it be given special rates somewhat higher 
than the rates applicable to larger tur- 
bine-powered equipment. Moreover, 
MAC has indicated that it expects to use 
the B-727QC in areas where, because of 
traffic density or operational considera¬ 
tions, it would otherwise consider piston 
aircraft. Since piston operations are al¬ 
ready given special rate treatment, it 
appears reasonable also to establish a 
special rate for the B-727QC. 

There is, of course, no MAC experience 
with the B-727QC. Braniff’s submis¬ 
sions, which are based on the cost ex¬ 
perience of other carriers with other 
models of the B-727 aircraft, indicate a 
rate of 2.55 cents per passenger-mile. 
However, since it was expected that this 
aircraft will be used largely in mixed 
configuration, the carrier included there¬ 
in the additional factor of 0.15 cent per 
passenger-mile used in constructing con¬ 
vertible charter rates for other jet air¬ 
craft. Subtracting this factor and ap¬ 
propriately adjusting working capital 
and the return element produce a unit 
cost of 2.36 cents per passenger-mile for 
round-trip passenger charters. A rate 
at this level is proposed herein for the 
B-727QC. The cargo, one-way, mixed, 
and convertible rates proposed for this 
aircraft have been constructed from the 
round-trip passenger rate using the same 
techniques employed in the case of other 
jet operations. The rates proposed for 
these services are: 

B727 QC Rates 

Passenger: 

Round-trip (cents per passenger- 
mile) _ 2.36 

One-way (cents per passenger-mile- 3.97 


Cargo: 

Round-trip (cents per ton-mile)_11.9 


One-way (cents per ton-mile)_ 20.9 

Convertible: 1 

Pax leg (cents per pax-mile)- 2.51 

Cargo leg (cents per ton-mile)- 12.6 

Mixed: 

Passenger configuration: 

105 and 0 pallets-$2. 64 

63 and 2 pallets- 2.49 

52 and 3 pallets- 2.45 

45 and 4 pallets- 2.43 

0 and 8 pallets___- 2. 27 


5 Carrier indicates no loss of capacity on 
conversions. 

Piston aircraft. The foregoing discus¬ 
sion relates to charter operations per¬ 
formed with turbine-powered aircraft. 
Part 288 also states two sets of minimum 
rates for piston-powered aircraft. There 
are rates for all piston services other 
than those conducted in specified geo¬ 
graphical areas, which are at the levels 
that applied to turbine-powered aircraft 
prior to the reductions effected pursuant 
to the last review. So far as the Board is 
aware, there have been only minimal 
services, if any, performed under these 
rates. Accordingly, the Board proposes 
no change in these rates. 

The more significant piston rates are 
the so called 44 noncompetitive” rates that 
apply in certain specified geographical 
areas where, until the present, turbine 
operations have not been economically or 
operationally feasible. There are basi¬ 
cally two types of services performed un¬ 
der these rates. The first is a DC-6 oper¬ 
ation between Pacific islands performed 
by Southern, which consists mostly of 
charters which are mixed, carrying both 
passengers and cargo. The other type of 
operation consists of charters with either 
DC-7, or L-1049, or L-1649 aircraft per¬ 
formed by Airlift, Alaska, Capital, and 
Northwest. Most of the charters in 
these operations are of a mixed char¬ 
acter, although it also appears that there 
are a number of one-way all-cargo 
charters. 

The detailed costs of these operations 
as adjusted are set forth in Appendix 
C. 3c Since most of these charters are 
paid for on the basis of the sliding scale 
mixed charter rates, the computed mixed 
yields in each operation have been com¬ 
pared to the forecast costs. 

In the case of Southern’s DC-6 opera¬ 
tion, it appears that the yield is slightly 
below that carrier’s adjusted cost. 
Southern has not recommended changes 
in the scale of mixed rates but desires 
only an increase in the all-passenger rate 
to $2.42 cents per plane-mile. This would 
be accomplished by raising the DC-6 air¬ 
craft load from 83 to 88 passengers. 
Since Southern’s current yield is slightly 
below its forecast cost, this change ap¬ 
pears reasonable and will be proposed 
herein. 

In the case of the DC-7, L-1049, and L- 
1649 operations, the Board has computed 
a weighted average of costs of the four 
competing carriers. This average cost is 
5.0 percent above the average yield com¬ 
puted for the mixed services performed in 
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such operations. The Eoard has accord¬ 
ingly decided to propose an across-the- 
board increase of 5.0 percent in the scale 
of rates applicable to DC-7, Lr-1049, and 
L-1649 charters. The rates proposed 
are: 

Passenger services, per passenger-mile: Cents 


Round trip-2. 89 

One way_4.41 

Cargo services, per ton-mile: 

Round trip_13. 1 

One way_22. 6 

Convertible services: 

Passenger leg, per passenger-mile— 2. 89 

Cargo leg, per ton-mile-15.8 

Mixed passenger-cargo services: 

Round trip, per revenue plane-mile, 
for following aircraft and num¬ 


ber of seats Installed at request 
of MAC: 

L-1049/C/E/G/H; L-1649A/F; DC - 
7C/F: 

0-2 _2.36 

1-47_ 2.55 

48-59 . 2. 57 

60-71 _ 2.63 

72—85 . 2. 68 

86-92 __ 2.72 

93 and over_2.74 

Rates for individual traffic. The rates 
for individually ticketed or waybilled 
Category A and Z traffic are related to 
the international charter rates. There is 
no way to isolate the costs related to such 
services; and, even if there were, it is 
likely that such rates would be fixed more 
with reference to value-of-service con¬ 
siderations than to traditional costing 
standards. Value-of-service factors, 
while of very real significance, are highly 
intangible in character. The ability to 
use large numbers of schedules between 
many large and small traffic points for 
less than planeload lots, which Category 
A offers, presents a significantly more 
valuable service to MAC than planeload 
charters. However, it is just as difficult 
to measure this difference in dollars and 
cents as it is to measure the value to the 
carriers of being able to fill seats that 
would otherwise go empty with Category 
A traffic. 

In the past the Board has reviewed 
the Category A and Z rates against the 
background of a variety of factors, the 
most significant of which was usually 
the International charter one-way rates. 

Passenger. The Category A and Z 
fares have never been higher than the 
concurrently applying one-way rate for 
international passenger charters. For 
many years, the international charter 
one-way passenger rate was set at the 
same level as Category A and Z fares 
despite the fact that a higher charter 
rate was indicated on a fully allocated 
cost basis. This parity was ended last 
year when the Board established a some¬ 
what lower minimum rate for Category A 
and Z traffic than that established for 
one-way passenger charters. In doing 
this the Board was in large measure in¬ 
fluenced by the fact that the charter 
rates had been dropping steadily for a 
number of years, while Category A and Z 
fares had remained relatively static. In 
last year’s review, for the first time, 
one-way passenger charters were costed 
at level below the prevailing Category 
A and Z fares. In view of the long-term 
trend in charter costs and considering 


the fact that the then prevailing Cate¬ 
gory A and Z fares dated back a num¬ 
ber of years to when piston aircraft still 
accounted for a large measure of the 
available capacity, the Board concluded 
that a relatively larger reduction in Cat¬ 
egory A and Z minimums was called for. 
At the same time, the Board recognized 
that a mere rate parity did not make one¬ 
way charters competitive with Category 
A and Z fares. The former were used 
only when there was a need to move 
such a large volume of one-way traffic 
that it could not be readily accommo¬ 
dated on a Category A basis. 

In this review another substantial re¬ 
duction in the one-way passenger charter 
rate is proposed. In fact, because of 
the 100-percent increase in commercial 
usage of one-way passenger charter 
backhauls projected, it is the largest re¬ 
duction proposed. If adopted, the one¬ 
way passenger charter rate will be 10 
percent below the current Category A 
and Z minimum. While the Board has 
concluded that a somewhat lower Cate¬ 
gory A and Z fare will not have a sig¬ 
nificant effect on one-way charter pas¬ 
senger traffic for which a higher rate 
is required, the same cannot be said of 
the reverse relationship. A one-way pas¬ 
senger charter rate significantly below 
the Category A and Z minimum would 
provide a substantial incentive for MAC 
to move as much traffic as possible in 
planeload lots. Under such a structure 
a large portion of the traffic that would 
normally move as Category A might well 
be transferred to charters, thereby elim¬ 
inating a valuable source of route sup¬ 
port to American flag carriers. The 
Board has, therefore, concluded that the 
new Category A and Z minimum should 
not be higher than the one-way pas¬ 
senger charter rate. 

The Board has also concluded that the 
Category A and Z minimum should not 
be reduced below the rate proposed for 
one-way passenger charters. A reduc¬ 
tion to this level is of relatively substan¬ 
tial proportions and follows closely an 
even greater reduction effected July 1, 
1965. Implicit in this action is the 
Board’s rejection of the MAC argument 
that the lack of a directional imbalance 
in Category A traffic indicates that the 
Category A rate should be set at the same 
level as the round-trip passenger char¬ 
ter rate. Even if Category A traffic were 
not directional in character, it would not 
be analogous to charter traffic. Round- 
trip charters have guaranteed load fac¬ 
tors of 100 percent and are performed 
under the specifications contained in 
MAC contracts. There is no guarantee 
that Category A traffic will be provided 
in such a manner as to permit the car¬ 
rier to assure itself of any load factor. 
Moreover, Category A traffic receives the 
same amenities as full-fare traffic. 
There are also undoubtedly some cases 
where Category A commitments have re¬ 
quired the turning away of full-fare 
traffic. For all of these reasons, as well 
as the value-of-service considerations 
mentioned earlier, the Board continues 
to believe that the Category A minimum 
should be substantially higher than 
that applying to round-trip passenger 
charters. 


There is currently a special minimum 
rate applicable to Category A and Z 
traffic moving in third or thrift-class 
service of 3.29 cents per passenger-mile. 
This rate currently applies only between 
New York and San Juan, PH., and the 
carriers offering it have proposed no 
change. The Board has concluded that 
there is no basis for proposing a change 
in this rate. 

MAC also raises the question whether 
it should be permitted to move so-called 
‘‘Category X” passengers at the round- 
trip charter rate in less than planeload 
lots. Category X traffic consists of pas¬ 
sengers moving in the opposite direction 
from Category A cargo and in a stated 
proportion to such Category A cargo. 
Since the traffic in its overall character¬ 
istics is round-trip (i.e.. Category A cargo 
in one direction, and Category X passen¬ 
gers in the other), the Board has per¬ 
mitted Category X passengers to move at 
the round-trip charter rate to the extent 
that the movements are in planeload 
lots. It is the requirement that Category 
X traffic move in planeload lots to which 
MAC objects. It has not, however, set 
forth any new arguments in support of 
its position. The Board has addressed 
itself to this matter on a number of 
recent occasions and sees no basis for 
departing from its previous decisions* 
The Board does, however, propose to 
state its Category X policy in the State¬ 
ments of General Policy. 

Cargo. There are currently three 
Category A cargo rates. There is the 
rate that applies in an outbound direc¬ 
tion from the United States on the first 
four pallets per flight, a rate of 12.0 
cents per ton-mile. For the first four 
pallets per flight moving inbound to the 
United States, there is a rate of 10.0 
cents per ton-mile. On pallets in excess 
of four per flight moving in either direc¬ 
tion, there is a rate of 17.63 cents per 
ton-mile, the same rate as applies on 
one-way charters. 

The lower four-pallet rate was estab¬ 
lished on the basis that such quantities 
of Category A cargo could normally be 
carried in space that would otherwise be 
unused. The four-pallet limit was pro¬ 
vided to assure that such traffic would 
not constitute an undue proportion of 
total traffic and result in uneconomic 
scheduled cargo operations. 

Only one carrier, Northwest, which 
carries relatively small amounts of Cate¬ 
gory A cargo, recommends increases in 
the Category A rate. It contends that 
all Category A traffic should take a rate 
equal to the one-way charter rate. The 
principal Category A carriers do not 
recommend any significant changes in 
the existing structure. The Board has 
concluded that it is sound to continue to 
provide a rate for limited quantities of 
Category A cargo on scheduled flights. 
Such traffic provides valuable support for 
developing cargo services and the princi¬ 
pal Category A carriers appear to favor 
continuance of the existing structure. 

There remains the question whether 
the limit on the application of the low 
rates should be raised from four pallets 


* Orders Nos. E-21465, Oct. 30. 1964; E- 
22745, Oct. 5. 1965. 
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to eight as suggested by MAC. It ap¬ 
pears that otherwise unused capacity 
often exceeds the equivalent of four pal¬ 
lets. By the same token, there is little 
likelihood that carriers would add sched¬ 
ules solely to accommodate the essen¬ 
tially one-way Category A traffic at 12 
cents per ton-mile. In these circum¬ 
stances, it appears that an increase in 
the volume of Category A cargo at 12 
cents per ton-mile can be carried in con¬ 
junction with higher-rated commercial 
cargo on an overall economic basis. 

Accordingly, the Board will propose to 
make the 12.0-cent-per-ton-mile out¬ 
bound rate applicable to the first eight 
pallets per flight. For pallets in excess 
of eight per outbound flight, the new 
one-way charter rate will be proposed, 
15.37 cents per ton-mile. 

In recognition of the highly directional 
character of Category A cargo, the in¬ 
bound rate on the first four pallets is 2.0 
cents per ton-mile below the outbound 
rate. MAC has recommended that this 
rate apply without restriction to the 
capacity used. On giving this matter 
further consideration, the Board has 
concluded that the inbound rate of 10.0 
cents per ton-mile should apply without 
restriction. Because of the directional 
character of cargo traffic, there is very 
little likelihood that the existing inbound 
capacity will prove inadequate for what¬ 
ever traffic develops. Any likelihood of 
scheduling for low-rated traffic in the 
inbound direction is remote at best. The 
10.0-cent rate is, of course, a promotional 
rate designed to attract traffic to the in¬ 
bound flights which are largely unused 
by the military. It would appear that 
no obstacles should be placed in the way 
of any such traffic as may develop. Ac¬ 
cordingly, the Board proposes to elimi¬ 
nate the current restriction on the use 
of the 10.0-cent-per-ton-mile inbound 
Category A rate. 

In the past there has been some con¬ 
fusion as to whether Category A cargo 
must be tendered on pallets. The Board 
has not intended that there be such a 
requirement. It therefore proposes to 
amend the Policy Statement to refer to 
pallet loads or their equivalent. The 
Board has also determined not to raise 
the minimum weight per pallet. The 
current weight, 4,500 pounds per pallet, 
appears to approximate the average 
realistic load per pallet. 

Rates for domestic cargo charters. 
The Logair services involve the opera¬ 
tion of a regular pattern of cargo-only 
charter flights over a route structure 
comprising 19 service patterns between 
approximately 83 Air Force bases within 
the 48 contiguous States. AAXICO, 
World, and Zantop are the present Logair 
operators. All three carriers operate 
DC-6A aircraft in these services at a rate 
of $1.40 per aircraft-mile flow r n com¬ 
puted on a course-flown mile basis. 
Zantop also operates Argosy AW-650 air¬ 
craft at the same rate. 

Quicktrans likewise involves the opera¬ 
tion of a domestic service pattern of 
cargo-only charter flights over 12 routes 
between 24 Navy bases and Navy air sta¬ 
tions. Flying Tiger and Zantop are the 
current operators of these services. Fly¬ 


ing Tiger is operating the CL-44 aircraft 
at $2.40 per aircraft-mile flown, while 
Zantop is operating DC-6A and C-46 air¬ 
craft at $1.40 and $0,735 per aircraft-mile 
flown, respectively, with all rates being 
based on course-flown miles. 

The domestic cargo Logair and Quick¬ 
trans contractors have submitted fore¬ 
casts of operating costs and return 
requirements for projected fiscal year 
1967 operations in support of their rate 
proposals. These data are set forth in 
appendices. 4 The Board has reviewed 
such forecasts and has reflected adjust¬ 
ments also in these appendices. 

Our adjustments to the Logair car¬ 
riers’ cost forecasts relate principally to 
aircraft depreciation, disallowance of un¬ 
supported anticipatory cost increases, 
and the return element. The Board has 
heretofore predicated flight-equipment 
depreciation for DC-6 A aircraft on a 4- 
year life and 15-percent residual value. 
For the AW-650, depreciation has been 
allowed in the past on the basis of 8 
years, 15-percent residual. We adhere 
to those policies herein. However, cer¬ 
tain of the DC-6 A aircraft will be fully 
depreciated on or before June 30, 1966, 
and in such instances no further depreci¬ 
ation or user charge is provided. 

The allowable return element is now 
based on 9-percent return on investment 
consistent with the policy established 
during our last year’s rate review. Prior 
to fiscal year 1966, the Board allowed an 
8-percent return on investment. Since 
the investment in the majority of the 23 
DC-6A aircraft operated in these domes¬ 
tic cargo services has been depreciated 
to or near residual value, a minimal profit 
element results when the return is based 
on 9 percent of such investment. We 
have therefore followed Board policy es¬ 
tablished last year in these matters and 
have allowed a profit margin of 10 cents 
per aircraft-mile flown, which reflects 
a profit margin of 6.9 percent. 

With respect to Quicktrans services, 
we have reviewed the fiscal 1967 cost esti¬ 
mates of both Flying Tiger and Zantop. 
Regarding the Flying Tiger CD-44 op¬ 
erating costs, we have recomputed cer¬ 
tain expenses (depreciation, general bur¬ 
den, etc.) to reflect fiscal year 1965 
experience. Further, we have eliminated 
certain indirect costs (ground handling 
and aircraft and traffic servicing) that 
will not be incurred in operating the 
Quicktrans charter services. The return 
element is provided on the basis of 9 
percent of the allocated investment ad¬ 
justed to reflect one month's cash op¬ 
erating requirements and operating 
equipment for the services to be per¬ 
formed. We have also reviewed Zantop’s 
cost estimates for the C-46 operation 
and find them reasonable. 

With respect to the DC-7F and L- 
1049H aircraft, which are utilized basi¬ 
cally for expansion traffic on a call basis, 
the carriers did not submit cost estimates 
for operating such aircraft. However, 
Airlift proposed that the current rate 
of $1.95 per aircraft-mile flown remain 
unchanged, and MAC has made an 
identical recommendation. We there¬ 


4 Appendices filed as part of original docu¬ 
ment. 


fore do not propose to revise the DC-7F/ 
Lr-1049H rate presently in effect. 

The following table summarizes the 
cost data described above: 


Total Cost per Aircrapt-Mile (Course-Flown- 
Mii.e Basis) 



DC-GA 

AW-650 

CL-44 

C-46 

Aoxlco. 

$1. 451 

L 274 
1.349 




World.. 




Z unlop. 

Flying Tiger_ 

$1. (364 

$L788* 

$0,825 

Airlift... 



.880 







During last year’s rate review, the 
Board determined that it was reasonable 
to establish a single DC-6A rate that 
would apply to both Logair and Quick¬ 
trans for the line-haul services. The 
Board also decided that in view of the 
Defense Department’s (MAC) position 
which required the rate for the AW-650 
to be no higher than that established for 
the DC-6 A, it was essential to fix uniform 
rates if the AW-650 was to remain com¬ 
petitive with the DC-6A. MAC has 
again taken the same position with 
respect to these aircraft. In addition, 
MAC urges the Board to establish a dual 
rate structure for such aircraft. 

These three carriers’ costs for the DC- 
6A and AW-650 aircraft average $1.43 
per aircraft mile with each carrier’s cost 
given equal weight. Weighting by num¬ 
ber of aircraft committed to MAC pro¬ 
duces an average of $1.44. Although the 
carriers have not provided the Board 
with data disclosing the cost of a land¬ 
ing, MAC and certain carriers have per¬ 
formed studies during fiscal year 1966. 
The results provided by MAC indicate 
that $100 per landing appears reasonably 
to cover the cost of each landing. In 
view of the desire of the carriers and 
MAC to establish a dual or multielement 
rate structure, we believe that there are 
sufficient benefits inuring to all parties 
to warrant the adoption of a multiele¬ 
ment rate structure for DC-6 A and AW- 
650 aircraft operations. Accordingly, 
we will propose the following rate for 
these aircraft: 

DC-6A/AW-650 Multielement rate 

Line-haul-$1.17 per aircraft-mile flown 

(course-flown basis). 
Landing_$100 per landing. 

The present CL-44 rate of $2.40 per 
aircraft-mile flown (course-flown basis) 
was established, for the first time, dur¬ 
ing the last year’s rate review on the 
basis of the carrier’s system costs re¬ 
ported in Form 41. The rate was estab¬ 
lished prior to the knowledge that Fly¬ 
ing Tiger would replace Slick as the 
long-haul Quicktrans operator and par¬ 
ticularly with CL-44 aircraft in lieu of 
Slick’s DC-6A aircraft. Subsequent to 
the establishment of the CL-44 mini¬ 
mum rate, both Tiger and MAC con¬ 
tended that the rate was too high on the 
grounds that system costs were not 
indicative of the lower costs associated 
with a domestic military cargo charter 
operation. Now that more definitive 
cost data—Form 41, Form 242 and car¬ 
rier forecasts—are available, the Board 
has reviewed such CD-44 costs in arriv¬ 
ing at the proposed rate of $1,788 per 
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aircraft-mile flown on a course-flown- 
mile basis. 

In view of the increase in cost of C-46 
operations, we propose to increase the 
rate from $0,735 to $0,830 per aircraft- 
mile flown. 

Effective date. The Board has con¬ 
cluded that it should propose an effec¬ 
tive date of February 1, 1966, for the new 
minimum rates finally adopted pursuant 
to this notice. 

At the conclusion of the last review, 
the Board stated its * intention 
that the rates fixed herein remain in 
effect throughput fiscal year 1966 absent 
some development which would mate¬ 
rially affect the nature and costs of these 
contract services. * • *” Such devel¬ 
opments materially affecting the costs of 
MAC services, have, in the Board’s opin¬ 
ion, taken place. While the Board 
clearly recognizes the value of rate sta¬ 
bility, it believes that such developments 
make it necessary for it to effect reduc¬ 
tions in the current MAC minimum rates 
prior to the end of the fiscal year. 

The minimum rates currently apply¬ 
ing were adopted in March of 1965. At 
that time the Board could not foresee 
the large increases in MAC'S require¬ 
ments for civil air transportation. A 
fortiori, neither could the Board fore¬ 
see the rapid rise in rates of aircraft 
utilization achieved by MAC contractors 
because of these additional requirements. 
The effect of such increases in utiliza¬ 
tion on unit cost can hardly be argued. 
The earlier discussion and attached ap¬ 
pendices clearly reveal that since the 
last review unit costs have fallen on an 
overall basis by approximately 10 percent 
and that this phenomenon is almost en¬ 
tirely attributable to increase in aircraft 
utilization. 

It is clear that if the Board’s cost fore¬ 
casts are correct and the current high 
level of aircraft utilization continues to 
prevail, the carriers will earn excessive 
returns on MAC services during fiscal 
1966 unless a rate cut is effected in the 
near future. It is equally clear that it 
would be inequitable to require MAC to 
continue to pay at a rate which, although 
reasonable when adopted, through an 
unforeseen change in circumstances now 
produces excessive earnings to the car¬ 
riers. The Board has, therefore, tenta¬ 
tively concluded that it should effect a 
prompt reduction in the rates. The 
February 1, 1966, effective date proposed 
should give the carriers and MAC suffi¬ 
cient advance notice to make necessary 
preparations in their accounting, even 
though the final rule will probably be 
issued subsequently thereto and may 
have retroactive application. 


The Board believes that the principle 
of effecting rate changes within the con¬ 
tract year to reflect unforeseen changes 
in circumstances is as important to the 
carriers as it is to MAC. While in this 
instance, an acceleration of the rate 
change produces a reduction in the rate, 
in other circumstances, a rate increase 
might be required in order to protect the 
carriers. The principle underlying our 
action herein will, in the long run, best 
serve to protect the interests of carrier 
and user alike. 

Proposed rules. It is proposed to 
amend Part 283 of the Economic Regu¬ 
lations (14 CFR Part 288) and Part 399, 
Statements of General Policy (14 CFR 
Part 399), as follows; effective February 
1,1966: 

In Part 288: 

1. Amend § 288.7(a) to read as follows: 

fa) Minimum charges. In the ab¬ 
sence of specific Board approval, the 
compensation for such services shall not 
be less than the following: 

(1) For services other than those 
specified in subparagraph (2) of this 
paragraph: 

(i) Performed with turbine-powered 
aircraft: 


Type of service 


B-727QC 

aircraft 


Turbine aircraft 
other than B-727QO 


Rates for 

Regular North 
rates Pacific 
routing 


Passenger, per passen¬ 
ger-mile: 

Round trip. 

One way_ 

Cargo, per ton-mile: 

Round trip. 

One way... 

Convertible: 


Cent* 
2.36 
3.97 

11.9 

20.9 


Centt 
2.00 
3.36 

8. SO 
15.37 


Cent• 
2.00 
3.36 

8.75 
15.87 


Passenger leg. per 

passenger-mile. 

Cargo leg, per ton- 

mile__ 

Mixed passongcr-cargo: 
Round trip. i>er rev¬ 
enue plane-mile, 
for following num¬ 
ber of passengers 
and pallets: 


2.51 
12.6 


Dollar* 


165 and 0. 
117 and 3 
105 and 4. 
93 and fi- 
Sl and 6. 
63 and 7.. 

51 and 8. 
0 and 12.. 
105 and 0. 
63 and 2.. 

52 and 3. 
4fi and 4.. 
0and8... 


2.64 

2.49 

2.45 

2.43 

2.27 


2.15 2.15 

9.87 10.12 


Dollar! 


3.55 
3. 48 
3.47 
3.45 


3. 44 
3.41 
3.39 
3.33 


Dollar! 
3.55 
3.51 
3.50 
3.49 
3.48 
3. 46 
3.45 
3.41 


(ii) Performed with piston aircraft: 


Type of service 

Regular 

rates 

Rates for 
North 
Pacific 
routing 

Rates for 
S|)cciftc 
geograph¬ 
ical 
areas 1 

Passenger, per 




passenger-mile: 

Cent! 

Cent! 

Cent! 

Round trip.. 

2.55 

2.55 

2.89 

One way_ 

4.20 

120 

141 

Cargo, per ton-mllc: 




Round trip. 

10.50 

11.00 

13.10 

One way_ 

19.00 

2a 00 

22.60 

Convertible: 




Passenger leg, per 




passenger-mile. 



2.S9 

Cargo leg, per ton- 
mile.. 



15.80 

Both legs, per 




passenger-mile. 

2.55 

2.55 


Mixed passenger-cargo: 




Round trip, per 




passenger-nille. 

2.55 

2.65 


Ono way, per 




passenger-mile. 

4.20 

120 

tl x _ 

Round trip, per rev¬ 




enue plane-mile, for 




following aircraft 




and number of 




seats installed at 




request of MAC: 
DC-6A/B: 

0-2_ 

Dalian 

Dollar! 

Dollars 
* 1.625 

1-44. 



1 1.96 

45-54_ 



2.01 

55-64.. 



2.11 

65-74. 



2.22 

75-87.. 



2.35 

88.. 



2.42 

DC-7CF, L- 
1019/C/E/a/ 




II. L-1649 




A/F: 




0-2. 



*2.36 

1-47... 



« 2. 55 

48-59. 



2.57 

60-71_ 



2.63 

72-85_ 



2.G8 

86-92. 



2.72 

93 and over_ 

— 

— 

2.74 


* Within Alaska; betvreen Hawaii, Midway, Johnston, 
Kwajalein, or Euiwetok; between Japan, Guam. Oki¬ 
nawa, Formosa, the Philippines, lwo Jima, Korea, 
Vlct-Nam, or Thailand; or to or from the Canal Zone, 
Puerto Rico, or Alaska. 

* All-cargo rate applicable on flights designated as all¬ 
cargo where limited services for the personnel who may 
be carried arc required under the MAC contract. 

* Rate applicable on flights designated as mixed where 
full passenger services are required under tho MAC 
contract. 

Provided, That, subject to the provisions 
of paragraph (b) of this section, the 
minimum rates specified in subpara¬ 
graphs (i) and (ii) of this subparagraph 
shall not be applicable to the passengers 
or cargo carried on a particular trip in 
excess of the amount that the contract 
calls for MAC to supply and the carrier 
to provide space. 

(2) The compensation for substitute 
service shall not be less than that which 
the prime contractor would have received 
under his contract with MAC. 

2. Replace the table in 5 288.7(b) with 
the following: 
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Aircraft type 

Number 
of pas¬ 
sengers 

Tons of cargo 

All-pas¬ 
senger 
and con¬ 
vertible 
flights 

All-cargo 

flights 

Convert¬ 

ible 

flights 

B-707-320-B/C. 

165 

36.5 

33.7 

B-707-300 series_ 

159 



B-707-100 aeries. 

149 



DC-8F-61. 

219 

45 


PC-8F. 

165 

36.5 

33.7 

I)C~8 (50 series) -_ 

149 



DC-S (other) _ 

147 



B-727QO_ 

105 

18 


CL--44. 

148 

29.35 

28 

L-1049A.. 

95 

18 

15 

Ir-1049-C7E/q/Il_ 

95 

18 

15 

PC-7-B/C/CF/F_ 

95 

18 

15 

L-1049A. 

88 

15 

12 

DC-7. 

88 

16 

12 

PC-fl-A/B/C. 

88 

13 

12 

PC-4,. 

60 

8 

6 


In Part 399: 

3. Amend § 399.16(c) to read as 
follows: 


(c) The minimum charges considered 
fair and reasonable for the performance 
of military charter services between 
military or naval bases in the 46 con¬ 
tiguous States will be as follows: 

Rate per air¬ 
craft statute 
mile ( course- 
flown miles) 

. $1,950 

. 1.788 

_ . 830 

. 1. 170 

plus $100.00 
per landing. 

4. Add a new $ 399.16(d) to read as 
follows: 

(d) The minimum charges considered 
fair and reasonable for the transporta¬ 
tion of Category X passengers carried 
pursuant to the option provisions of MAC 
contracts in the direction opposite to 
individually waybilled cargo (Category 
A) will be 2.00 cents per passenger-mile: 
Provided, That such passengers shall 
be carried only in planeloads. 

5. Amend § 399.16(e) (1) and (2) to 
read as follows: 

(e) The minimum charges considered 
fair and reasonable for the transporta¬ 
tion of individually ticketed passengers 
(Category A and Z) and individually 
waybilled cargo (Category A) in foreign 
and overseas air transportation and in 
air transportation between the 48 con¬ 
tiguous States on the one hand and 
Hawaii or Alaska on the other hand will 
be as follows: 

(1) Passengers, per passenger-mile: 

Cents 


Second (economy) class_ 3.36 

Third (thrift) class_ 3.29 


(2) Cargo, per ton-mile: 

Eastbound transatlantic or westbound 
transpacific: 

One to eight pallets per flight_12.00 

Pallets in excess of eight per flight— 15. 37 
Westbound transatlantic or east- 

bound transpacific___10.00 

• • • • * 


PROPOSED RULE MAKING 

6. Amend § 399.16(e) (6) to read as 
follows: 

(6) The cargo charges determined in 
accordance with subparagraphs (2) 
through (5) of this paragraph shall be 
applied on the basis of a standard weight 
per pallet of 4,500 pounds: Provided , 
That it is not required that cargo be 
tendered in pallets. 

7. Amend § 399.38 to read as follows: 
§ 399.38 Military tariff rates. 

In passing upon the lawfulness of 
tariffs specifying rates and fares for the 
transportation of individually waybilled 
military cargo or individually ticketed 
military passengers in foreign or over¬ 
seas air transportation or in air trans¬ 
portation between the 48 contiguous 
States on the one hand, and Hawaii or 
Alaska on the other hand, the Board 
will give great weight to the level of 
rates and fares computed in accordance 
with § 399.16(e). 

[F.R. Doc. 66-548: Piled, Jan. 17, 1966; 

8:45 am.] 


FEDERAL AVIATION AGENCY 

114 CFR Part 39 ] 

[Docket No. 7111] 

AIRWORTHINESS DIRECTIVES 
Dowty Rotol Propellers 

The Federal Aviation Agency is con¬ 
sidering amending Part 39 of the Fed¬ 
eral Aviation Regulations by adding an 
airworthiness directive applicable to 
Dowty Rotol propellers. There have 
been instances where the bond between 
the de-icing boots and the propeller 
blade surface has failed on the subject 
propellers. Since this condition is likely 
to exist or develop in other propellers of 
the same design, the proposed AD would 
require application of pre-primer on the 
propeller blades before application of the 
primer and de-icer boots on Dowty Rotol 
propellers. 

Interested persons are invited to par¬ 
ticipate in the making of the proposed 
rule by submitting such written data, 
views, or arguments as they may desire. 
Communications should identify the 
docket number and be submitted in du¬ 
plicate to the Federal Aviation Agency, 
Office of the General Counsel, Attention: 
Rules Docket, 800 Independence Avenue 
SW., Washington, D.C., 20553. All com¬ 
munications received on or before Feb¬ 
ruary 17, 1966, will be considered by the 
Administrator before taking action upon 
the proposed rule. The proposals con¬ 
tained in this notice may be changed in 
the light of comments received. All 
comments will be available, both before 
and after the closing date for comments, 
in the Rules Docket for examination by 
interested persons. 

This amendment is proposed under the 
authority of sections 313(a), 601, and 603 
of the Federal Aviation Act of 1958 (49 
U.S.C. 1354(a), 1421, and 1423). 

In consideration of the foregoing, it is 
proposed to amend § 39.13 of Part 39 of 


the Federal Aviation Regulations by add¬ 
ing the following new airworthiness 
directive: 

Dowty Rotol. Applies to Dowty Rotol 
propellers, (c) R175/4-30-4/13E with 

serial numbers below A.105040, installed 
on Fairchild F-27 and F-27B; (c) R193/ 
4-30-4/50, installed on Fairchild F-27A, 
F-27F, and F-27G; (c) R186/4-30-4/16, 
installed on Armstrong Whitworth 
Argosy Type AW650 Series 101; (c) 

R184/4-30-4/50, installed on Grumman 
G-159; (C) R148/4-20-4/2IE, installed 
on Viscount 744; (c) R130/4-20-3/12E, 
Installed on Viscount 745D; and (c) 
R179/4-20—4/33, installed on Viscount 
810. 

CompUance required at the next replace¬ 
ment of de-icer boots after the effective date 
of this AD. unless already accomplished. 

To prevent failures of the bond between 
the de-lclng boots and the propeUer blade's 
surface, accomplish the following: 

Apply pre-primer Cellon SL.4853/4854, or 
an FAA-approved equivalent, to the surface 
of the propeller blades before the application 
of any other primers, in accordance with 
Dowty Rotol Service Bulletin No. 61-157 
(Modification No. (c) VP.1941) Revision 2 or 
later ARB-approved revision. 

Issued in Washington, D.C., on Jan¬ 
uary 12, 1966. 

C. W. Walker, 

Acting Director, 
Flight Standards Service. 

\FH. Doc. 66-521; Filed, Jan. 17, 1966: 

8:45 a.m.] 


[ 14 CFR Part 39 1 

[Docket No. 7112] 

AIRWORTHINESS DIRECTIVES 

Vickers Viscount Models 744, 745D, 
and 810 Series Airplanes 

Amendment 457 (27 F.R. 5951), AD 
62-14-6 requires inspection and replace¬ 
ment where necessary of the main land¬ 
ing gear retraction jack fork ends on 
Vickers Viscount Models 745D and 810 
Series airplanes. Subsequent to the is¬ 
suance of Amendment 457 the Agency has 
determined that the Vickers Viscount 
Model 744 Series airplanes are subject 
to the same failures and should be in¬ 
cluded in the subject AD. It is also pro¬ 
posed to provide that compliance with 
paragraphs (d) and (e) of the AD may 
be accomplished in accordance with a 
later ARB-approved issue of the appli¬ 
cable preliminary technical leaflet speci¬ 
fied in the AD, and to provide that opera¬ 
tors may determine the compliance time 
of the AD by actual count of landings or 
by estimating the number of future, as 
well as past, landings by the use of the 
operator’s fleet average time. Therefore, 
it is proposed to amend Part 39 of the 
Federal Aviation Regulations by amend¬ 
ing Amendment 457 to incorporate these 
changes. 

Interested persons are invited to par¬ 
ticipate in the making of the proposed 
rule by submitting such written data, 
views, or arguments as they may desire. 
Communications should identify the 
docket number and be submitted in dup¬ 
licate to the Federal Aviation Agency, 
Office of the General Counsel, Atten- 


Aircraft 

type 

DC-7F, L-1049H- 

CD-44 _ 

0—46 

DC-6 A, AW-650-- 
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tlon: Rules Docket. 800 Independence 
Avenue SW., Washington. D.C.. 20553. 
All communications received on or before 
February 17. 1966, will be considered by 
the Administrator before taking action 
upon the proposed rule. The proposals 
contained in this notice may be changed 
in the light of comments received. All 
comments will be available, both before 
and after the closing date for comments, 
in the Rules Docket for examination by 
interested persons. 

This amendment is proposed under the 
authority of sections 313(a). 601, and 603 
of the Federal Aviation Act of 1958 (49 
U.S.C. 1354(a). 1421, and 1423). 

In consideration of the foregoing, it is 
proposed to amend § 39.13 of Part 39 of 
the Federal Aviation Regulations, 
Amendment 457 (27 FJt. 5951), AD 
62-14-6, as follows: 

1. By amending the applicability state¬ 
ment to read: 

Applies to Viscount Models 744, 745D, and 
810 Series airplanes. 

2. By amending the heading of para¬ 
graph (a) to read: 

Fork ends Part Numbers 70150-273, 
74450-95, and 74450-411. 

3. By amending the heading of para¬ 
graph (b) to read: 

Fork ends Part Numbers 72450-315 and 
74450-499. 

4. By striking out the note following 
paragraph (c). 

5. By amending paragraph (d) to 
read: 

Remove and Inspect using magnetic par¬ 
ticle inspection or FAA-approved equivalent 
in accordance with British Aircraft Corp. 
(B.A.C.) Ltd. Preliminary Technical Leaflet 
(PTL) No. 171 Issue 6 (for 744 and 745D) or 
later ARB-approved issue: or PTL 31 Issue 6 
(for 810) or later ARB-approved issue. Parts 
showing evidence of cracks Ehall be replaced 
or reworked in accordance with paragraph 
(e) before further flight. 

6. By amending paragraph (e) to 
read: 

Parts showing evidence of cracks may be 
reworked once in accordance with British 
Aircraft Corp. (B.A.C.) Ltd. Preliminary 
Technical Leaflet (PTL) No. 171 Issue 6 (for 
744 and 745D) or later ARB-approved Issue; 
or PTL 31 Issue 6 (for 810) or later ARB- 
approved issue. Any parts showing evidence 
of cracks after reworking must be rejected. 

7. By striking out the paragraph fol¬ 
lowing paragraph (e). 

8. By adding a new paragraph (f) to 
read: 

Upon request of the operator, an FAA 
maintenance Inspector, subject to prior ap¬ 
proval of the Chief, Aircraft Certification 
Staff, FAA Europe, Africa, Middle East Region, 
may adjust the repetitive inspection inter¬ 
vals specified in this AD to permit compli¬ 
ance at an established inspection period of 
the operator if the request contains sub¬ 
stantiating data to Justify the Increase for 
that operator. 

9. By adding a new paragraph (g) to 
read: 

For the purpose of complying with this 
AD, subject to acceptance by the assigned 
PAA maintenance inspector, the number of 
landings may be determined by dividing each 
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airplane's hours' time in service by the 
operator's fleet average time from takeoff to 
landing for the airplane type. 

10. By striking out the parenthetical 
reference statement. 

Issued in Washington, D.C., on Janu¬ 
ary 12. 1966. 

C. W. Walker, 

Acting Director , 
Flight Standards Service . 

[F.R. Doc. 66-622: Filed. Jan. 17. 1966; 

8:45 a.m.j 

FEDERAL COMMUNICATIONS 
COMMISSION 

[ 47 CFR Part 73 ] 

(Docket No. 12782; FCC 66-451 

COMPETITION AND RESPONSIBILITY 

IN NETWORK TELEVISION BROAD¬ 
CASTING 

Order Extending Time for Filing 
Comments 

1. The Commission has before it a 
motion for extension of time in the 
above-entitled matter by American 
Broadcasting Co., Inc., Columbia Broad¬ 
casting System, Inc., and National 
Broadcasting Co., Inc. 

2. Petitioners state that following the 
issuance of the notice of proposed rule 
making the three networks engaged 
Arthur D. Little, Inc., an independent 
research organization to prepare a study 
concerning the business of television 
program production and procurement 
and the business of television program 
syndication with particular reference to 
matters raised by the Commission’s no¬ 
tice. In connection with this study, the 
petitioners allege that Arthur D. Little. 
Inc., has requested and been provided 
extensive data from the records of the 
networks which has enabled it to com¬ 
pile industry-wide information which 
has not heretofore been available to any 
single party. In addition Arthur D. 
Little, Inc., has undertaken extensive re¬ 
search including the gathering of rele¬ 
vant information from sources other 
than the networks. 

3. The date for filing comments in this 
proceeding was originally set at June 21, 
1965, and replies to such comments no 
later than July 21, 1965. On motion of 
the petitioners herein the dates for filing 
of comments were extended to October 
21, 1965, and reply comments to De¬ 
cember 1, 1965 (Order. FCC 65-424, 
67212) and again dates were extended to 
January 31. 1966, for comments and 
March 31,1966, for reply comments. 

4. The petitioners now allege that the 
completion of the study by Arthur D. 
Little, Inc., is an essential prerequisite 
to the preparation of comments in this 
proceeding by each of the networks. 
They also allege that the study when 
completed will contain much new and 
valuable data directly bearing on the 
issues in this proceeding and which 
would be useful and helpful to all persons 
wishing to file comments. 
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5. They further allege that despite the 
diligent efforts on their part and on the 
part of Arthur D. Little, Inc., the study 
has not yet been completed and will not 
be available until approximately Febru¬ 
ary 15, 1966. The extensive period of 
time devoted to the preparation of the 
study has been occasioned by a number 
of factors including the broad scope of 
the study and the problems necessarily 
inherent in the verification of data de¬ 
rived from different sources. 

6. Petitioners now request that the 
date for filing comments be extended to 
April 15, 1966, with reply comments to 
one month later. May 16,1966. However, 
they assert that the study by Arthur D. 
Little, Inc., will be available on or about 
February 15, 1966, and that if it please 
the Commission a substantial number 
of copies w r ill be filed and incorporated in 
the public record of this proceeding at or 
about that date. The petitioners also 
point out that this procedure will provide 
Commission counsel, the petitioners and 
other parties the opportunity to consider 
and make use of the information to be 
included in the study in preparing com¬ 
ments. 

7. While it is in the public interest that 
this proceeding be expedited as rapidly 
as practicable it is equally important (as 
was emphasized in the notice of pro¬ 
posed rule making) that the Commis¬ 
sion's ultimate decision be based on as 
broad a factual basis and as wide and 
mature consideration as possible. Peti¬ 
tioners have represented that additional 
time is absolutely necessary to permit the 
completion and consideration of the 
Arthur D. Little study and the prepara¬ 
tion of their comments. While the Com¬ 
mission is reluctant further to delay this 
proceeding it has no reason to question 
petitioners statements that they have 
proceeded with due diligence. 

8. Accordingly , it is ordered. That the 
time for filing comments in this proceed¬ 
ing be extended from January 31, 1966, 
to April 15, 1966, and the time for filing 
reply comments be extended to May 16. 
1966. In taking this action the Commis¬ 
sion relies specifically on the representa¬ 
tions made by the petitioners that the 
study by Arthur D. Little, Inc., will be 
submitted for the record of the proceed¬ 
ing on or about February 15, 1966, in 
sufficient number of copies so that it may 
be made generally available. 

Adopted: January 12,1966. 

Released: January 13,1966. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary . 

(F.R. Doc. 66-562; Filed. Jan. 17, 1966; 
8:47 a.m.J 

[ 47 CFR Part 97 ] 

(Docket No. 16420, RM 670; FCC 66-30] 

RADIO AMATEUR CIVIL EMERGENCY 
SERVICE 

Notice of Proposed Rule Making 

In the matter of amendment of Part 
97 of the Commission’s rules to authorize 
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on a permanent basis the Radio Amateur 
Civil Emergency Service (RACES) on an 
Integral phase of the Amateur Radio 
Service for Civil Defense Operations. 

1. Notice of proposed rule making In 
the above-entitled matter is hereby given. 

2. The Commission, on June 26, 1952, 
adopted its Memorandum Opinion and 
Order in Docket No. 10102 (PCC 52-632, 
17 F.R. 6156) establishing the Radio 
Amateur Civil Emergency Service 
(RACES) as a temporary program for 
amateur radiocommunications to be used 
by civil defense organizations in emer¬ 
gency operations during the period of 
national emergency proclaimed by the 
President on December 16, 1950. How¬ 
ever, in connection with an objection 
raised by organizations to the temporary 
nature of the RACES service, the Com¬ 
mission stated in the same Memorandum 
Opinion and Order that the RACES pro¬ 
gram was being authorized with the 
understanding that the Commission may, 
as it deems necessary in the interest of 
national defense and security, by its own 
Order, and at its own discretion, extend 
RACES upon termination of the above 
mentioned national emergency. The 
proclamation has not been rescinded by 
the President and the national emer¬ 
gency remains in effect. 

3. On October 2. 1964, the U.S. Civil 
Defense Council petitioned the Commis¬ 
sion (RM 670) to amend its rules gov¬ 
erning RACES, with specific reference 
to those portions of §§ 97.161(a) and 
97.163(a) which establish the temporary 
nature of that service. They request 
that the word “temporary” be stricken 
from § 97.163(a) and that § 97.161(a) be 
rewritten to authorize RACES on a per¬ 
manent basis within its existing frame¬ 
work. 

4. In accordance with civil defense ob¬ 
jectives, RACES has proved to be an 
effective and essential part of civil de¬ 
fense emergency operations and plan¬ 
ning. Furthermore, it has often provided 
the only means of communications with 
disaster areas to which emergency aid 
must be dispatched with utmost expe¬ 
diency. The need for civil defense emer¬ 
gency radiocommunications from local 
up to national levels is self-evident. The 
pool of experienced amateur radio op¬ 
erators available to civil defense organi¬ 
zations through the RACES program has 
contributed substantially toward meet¬ 
ing that need in the past and may pro¬ 
vide an even greater contribution in the 
future. 

5. It is alleged that a major obstacle 
to the necessary development of the 
RACES program has been the general 
reluctance of many local governmental 
entities to appropriate or commit munic¬ 
ipal funds in support of a service which 
is in fact only temporary in nature. As 
the U.S. Civil Defense Council points out, 
adoption of the proposed rule changes 
should serve to alleviate this problem and 
thus enhance the future development of 
the RACES program. Accordingly, it is 
proposed to amend §§ 97.161(a) and 
97.163(a) as requested, and, in addition, 
to revise §§97.189(0 and 97.191(a) for 


removal of the temporary connotation 
from the RACES rules. 

6. The specific amendments to 
§§ 97.161(a), 97.163(a), 97.189(c) and 
97.191(a) are set forth below. The pro¬ 
posed amendments are issued pursuant 
to the authority contained in sections 
4<i) and 303 of the Communications Act 
of 1934. as amended. 

7. Pursuant to applicable procedures 
set forth in § 1.415 of the Commission’s 
rules, interested persons may file com¬ 
ments on or before February 21, 1966, 
and reply comments on or before March 
8, 1966. All relevant and timely com¬ 
ments and reply comments will be con¬ 
sidered by the Commission before final 
action is taken in this proceeding. In 
reaching its decision, the Commission 
may also take into account other rele¬ 
vant information before it, in addition 
to the specific comments invited by this 
notice. 

8. In accordance with § 1.419 of the 
Commission’s rules and regulations, an 
original and 14 copies of all statements 
or comments shall be furnished the 
Commission. 

Adopted: January 12,1966. 

Released: January 13,1966. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary . 

Sections 97.161(a), 97.163(a), 97.189 
(c), and 97.191(a) of the Commission’s 
rules are amended to read as set forth 
below: 

§ 97.161 Nature of lliis* service. 

(a) The Radio Amateur Civil Emer¬ 
gency Service provides for amateur radio 
operation for civil defense communica¬ 
tions purposes only, during periods of 
local, regional or national civil emer¬ 
gencies, including any emergency which 
may necessitate invoking of the Presi¬ 
dent's War Emergency Powers under the 
provisions of section 606 of the Commu¬ 
nications Act of 1934, as amended. 

• • • • * 

§ 97.163 Definitions. 

* • * * • 

(a) Radio Amateur Civil Emergency 
Service. A radiocommunication serv¬ 
ice carried on by licensed amateur radio 
stations while operating on specifically 
designated segments of the regularly al¬ 
located amateur frequency bands under 
the direction of authorized local, regional 
or federal civil defense officials pursuant 
to an approved civil defense communica¬ 
tions plan. 


§ 97.189 Term of station authorization. 


(c) Nothing in this section shall be 
construed to alter the Commission’s au¬ 
thority to cancel or amend a station au¬ 
thorization in the Radio Amateur Civil 
Emergency Service in accordance with 
the applicant’s agreement as indicated 
on the initial application for station 
authorization. 


§ 97.191 Cancellation of station authori¬ 
zation. 

(a) Each authorization for operation 
in the Radio Amateur Civil Emergency 
Service shall be issued with the express 
provision that such authorization is sub¬ 
ject to revocation or cancellation with¬ 
out hearing whenever, in the opinion of 
the Commission, the security of the 
United States or the proper functioning 
of the Radio Amateur Civil Emergency 
Service would be served thereby. 

• * • • » 

|F.R. Doc. 66-563; Filed, Jan. 17. 1966; 

8:47 a.m.] 

FEDERAL HOME LOAN BANK BOARD 

[12 CFR Part 545 I 

[No. 19.8561 

FEDERAL SAVINGS AND LOAN 

SYSTEM 

Distribution of Earnings 

January 13,1966. 

Resolved that, pursuant to Part 508 of 
the general regulations of the Federal 
Home Loan Bank Board (12 CFR Part 
508) and § 542.1 of the rules and regula¬ 
tions for th e Fe deral Savings and Loan 
System (12 CFR 542.1), it is hereby pro¬ 
posed that paragraph (c) of § 545.1-1 of 
the rules and regulations for the F ederal 
Savings and Loan System (12 CFR 545.1- 
1 (c)) be amended to read as follows: 

§ 545.1—1 Distribution of earnings on 
bases, terms, and conditions other 
than those provided by charter. 

• • • • • 

(c) Amounts withdrawn betioeen dis¬ 
tribution dates . A Federal association 
which has a charter in the form of 
Charter N or Charter K (rev.) may, after 
adoption by its board of directors of a 
resolution so providing and while such 
resolution remains in effect, distribute 
earnings on amounts withdrawn from 
savings accounts between the dates as of 
which such Federal association regularly 
distributes earnings on savings accounts: 
Provided , That, earnings on any amount 
so withdrawn shall neither be distributed 
for any greater portion of the dividend 
period than that during which such 
amount remained in the association nor 
at a rate in excess of the rate at which 
earnings, exclusive of any bonus, are dis¬ 
tributed on savings accounts for the divi¬ 
dend period in which such amount is so 
withdrawn: Provided further , That, 
prior to July 1,1966, no such Federal as¬ 
sociation may so distribute earnings on 
amounts so withdrawn if the home office 
of such Federal association is in a State, 
district or territory (including Puerto 
Rico, Guam, and the Virgin Islands) 
where building and loan or savings and 
loan associations, homestead associa¬ 
tions, cooperative banks, and mutual 
savings banks are prohibited by the laws 
of such State, district or territory from 
distributing earnings on amounts with¬ 
drawn between the dates as of which 
earnings are regularly distributed. 

• * * • • 


FEDERAL REGISTER, VOL. 31, NO. 11—TUESDAY, JANUARY 18, 1966 






(Sec. 5. 48 Stat. 132. as amended: 12 U.S.C. 
1464. Reorg. Plan No. 3 of 1947, 12 P.R. 4981, 
3 CPR, 1947 Supp.) 

Resolved further that all interested 
persons are hereby given the opportunity 
to submit written data, views, or argu¬ 
ments on the following subjects and is¬ 
sues: (1) Whether said proposed amend¬ 
ment should be adopted as proposed; (2) 
whether said proposed amendment 
should be modified and adopted as modi¬ 
fied; (3) whether said proposed amend¬ 
ment should be rejected. All such writ¬ 
ten data, views, or arguments must be 
received through the mail or otherwise at 
the Office of the Secretary. Federal Home 
Loan Bank Board, Federal Home Loan 
Bank Board Building, 101 Indiana 
Avenue NW„ Washington, D.C., 20552, 
not later than February 18, 1986, to be 
entitled to be considered, but any re¬ 
ceived later may be considered in the 
discretion of the Federal Home Loan 
Bank Board. 

By the Federal Home Loan Bank 
Board. 

[seal! Harry W. Caulsen, 

Secretary. 

(P.R. Doc. 66-557: Piled, Jan. 17. 1966; 

8:46 a.m.J 

SECURITIES AND EXCHANGE 
COMMISSION 

(17 CFR Paris 230, 239 ] 

(Release Nos. 33-4815, IC-4472] 

RULES AND FORMS RELATING TO 
REGISTRATION FEES 

Notice of Proposed Rule Making 

On October 22, 1965, President John¬ 
son signed into law a bill which increases 
the fees for filing registration statements 
under the Securities Act of 1933. 1 This 
law amends section 6(b) of the Securi¬ 
ties Act of 1933 by increasing the fee paid 
in connection with the filing of registra¬ 
tion statements for the public offering of 
securities from one one-hundredth of 1 
percent to one-fiftieth of 1 percent of the 
maximum aggregate offering price of the 
securities involved, and increasing the 
minimum fee from $25 to $100. The in¬ 
creased fees are applicable with respect 
to all registration statements, and 
amendments to registration statements 
filed pursuant to the provisions of sec¬ 
tion 24(e)(1) of the Investment Com¬ 
pany Act of 1940, as amended, filed after 
January 1, 1966. 

Certain portions of Rules 457 (17 CFR 
230.457) and 458 (17 CFR 230.458) and 
Forms D-l (listed and described at 17 
CFR 239.6), D-1A (listed and described 
at 17 CFR 239.7) and S-6 (listed and 
described at 17 CFR 239.16) under the 
Act which refer to the required filing fee 
became obsolete and inaccurate upon the 
effective date of the amendment to sec¬ 
tion 6(b). Accordingly, the Commission 


1 Enacted as Public Law 89-289, 79 Stat. 
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proposes to amend such rules and forms 
to conform to the statutory changes. 

Rule 457 sets forth the method of cal¬ 
culating the prescribed fee in various 
situations in which the maximum aggre¬ 
gate offering price is based upon fluctu¬ 
ating factors, such as market price or 
underlying asset value, or is otherwise 
uncertain at the time of filing due to the 
nature of the proposed offering. The 
Commission is proposing additional 
amendments to Rule 457 which are in¬ 
tended to clarify the existing rule in cer¬ 
tain respects and to incorporate in the 
rule certain recurring administrative 
interpretations of the Commission with 
respect to the computation of filing fees. 

Forms S-8 (17 CFR 239.16b) and S-12 
(listed at 17 CFR 239.19), for registra¬ 
tion of certain employee plans or options 
and American Depositary Receipts, re¬ 
spectively, contain provisions relating to 
the calculation of filing fees which are 
not contained in Rule 457. In order to 
incorporate all provisions relating to the 
calculation of filing fees into one rule, 
it is proposed to transfer such provisions 
of Forms S-8 and S-12 to Rule 457. 
Forms D-l, D-l A, and S-6 contain pro¬ 
visions relating to the calculation of 
filing fees which are also contained in 
Rule 457. It is proposed to delete such 
provisions from these forms. Thus, 
none of the registration forms would 
contain separate provisions relating to 
filing fees other than a statement as to 
the amount thereof. 

These proposed amendments, together 
with additional proposed amendments 
relating to the calculation of filing fees 
in connection with the registration of 
stock pursuant to certain employee 
stock options are more fully described 
below. 

Rule 457. Paragraph (a) of Rule 457, 
as presently in effect, merely restates the 
provisions of section 6(b) of the Act prior 
to the aforementioned amendment. It 
is proposed that this paragraph be de¬ 
leted as unnecessary repetition and that 
there be substituted therefor a para¬ 
graph which would make clear the pro¬ 
visions of section 6(b) that the filing fee 
is to be calculated at the time of filing 
and is based upon the maximum aggre¬ 
gate price at which the securities regis¬ 
tered may be offered and that changes in 
the proposed offering price of registered 
securities prior to or after the effective 
date do not require a recalculation of the 
filing fee. It should be noted, however, 
that an amendment to the prospectus 
reflecting a change in the offering price 
or method of determining the offering 
price is usually necessary and that such 
revised prospectus may be required to be 
included in an amendment to the regis¬ 
tration statement. 

Except as permitted in section 24(e) (1) 
of the Investment Company Act of 1940, 
additional securities may not be regis¬ 
tered under an effective registration 
statement (see Rule 413 (17 CFR 230.- 
413)). Where a pre-effective amend¬ 
ment to the registration statement in¬ 
creases or decreases the number of se¬ 
curities or units offered or amends the 
statement to include a new class of secu¬ 
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rities, a recalculation of the filing fee 
should be made. Where an amendment 
is filed after January 1, 1966. which 
entails a recalculation of the filing fee, 
the computation of such fee should be 
based on the rates specified in the 
amendment to section 6(b) of the Act. 
No refund of the filing fee is authorized 
where the Commission consents to the 
withdrawal of a registration statement or 
amendment thereto in accordance with 
Rule 477 (17 CFR 230.477). 

The third clause of paragraph (e) 
would be revised to clarify the language 
thereof by separately stating the effect 
of cash paid or received by the registrant 
in an exchange offering. 

A new paragraph (f) would be added 
to Rule 457 specifying the filing fee re¬ 
quired where securities subject to war¬ 
rants, options or rights are registered 
and it is contemplated that such securi¬ 
ties will be reoffered to the public at 
some time in the future at prices not de¬ 
termined at the time of registration. 
The proposed new paragraph provides 
that the filing fee in such instances will 
be calculated on the basis of the high¬ 
est of (1) the offering price of securities 
of the same class included in the regis¬ 
tration statement, (2) a recent market 
quotation or (3) the highest exercise 
price. This provision should simplify 
the existing administrative practice of 
requesting a registration fee based upon 
the exercise price plus a reasonable 
mark-up. The paragraph v/ould also 
make clear that no separate filing fee is 
required where the warrants, options or 
rights are also registered for possible dis¬ 
tribution in the same registration state¬ 
ment. 

The explanatory note to the fee calcu¬ 
lation table of Form S-8 is proposed to 
be deleted from that form and made the 
substance of a new paragraph (g) of Rule 
457. A phrase to make clear that the 
registration fee for securities subject to 
options must be based upon the option 
price where such option price is higher 
than the market value of securities of 
the class registered at the time of regis¬ 
tration is proposed to be added. In addi¬ 
tion, language designed to conform to 
certain changes in the Internal Revenue 
Code has been included in the proposed 
new paragraph.’ The new paragraph 
would apply to all forms on which sub¬ 
ject securities were registered. 

A proposed new paragraph (h) incor¬ 
porates into Rule 457 the administrative 
interpretation that where convertible 
securities and the underlying securities 
are registered in the same registration 
statement, the proposed offering price of 
the convertible securities only would be 
the basis of the fee calculation except 
where additional consideration may be 
received by the registrant upon exercise 
of the conversion privilege. 

The Commission's administrative prac¬ 
tice in computing filing fees in the case 
of recision offers is proposed to be codi- 


* See Securities Act of 1933 Release No. 
4733 (Nov. 20. 1964) (29 FJEL 16856); Securi¬ 
ties Act of 1933 Release No. 4718 (Aug. 27, 
1964) (29 FH. 12676). 
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fled in the new paragraph (i). The filing 
fee in such cases would be based upon 
the amount at which the securities were 
originally sold. However, if securities 
repurchased pursuant to the recision 
offer are registered also for resale to 
the public at a price higher than the orig¬ 
inal sale price, the registration fee 
would be based upon the reoffering price. 

A new paragraph (j) is proposed to be 
added to Rule 457 which incorporates 
into the rule the footnote to the calcula¬ 
tion of registration fee table currently 
included in Form S-12. This footnote, 
which applies to the fee basis in the regis¬ 
tration of American Depositary Receipts, 
would be deleted from Form S-12. 

Rule 458. Paragraph (b) of Rule 458 
would be amended only to change the 
dollar amount of the minimum fee to 
conform with the amendment of section 
6(b) of the Act. 

Forms. In addition to the aforemen¬ 
tioned proposed amendments to Forms 
S-8 and S-12, certain provisions of Forms 
D-l, D-1A and S-6 would be deleted 
as obsolete in view of the amendment 
of section 6(b) or repetition of the pro¬ 
visions of Rule 457. 

The text of the proposed amendments 
which would be adopted pursuant to sec¬ 
tions 6(b), 7 and 19(a) of the Securities 
Act of 1933 is set forth below. Portions 
of rules or forms not referred to would 
remain unchanged. 

§ 230.457 Compulation of fee. 

(a) If a filing fee based on a bona fide 
estimate of the maximum offering price, 
computed in accordance with this rule 
where applicable, has been paid, no addi¬ 
tional filing fee shall be required as a 
result of changes in the proposed offer¬ 
ing price. In the event the number of 
securities or units of securities offered 
is increased or decreased by an amend¬ 
ment filed prior to the effective date, the 
amount of the filing fee shall be recalcu¬ 
lated on the basis of the offering price 
of such securities as contained in such 
amendment. 

(b) Where securities are to be offered 
at prices computed upon the basis of 
fluctuating market prices, the registra¬ 
tion fee is to be calculated upon the basis 
of the price at which securities of the 
same class were sold, or upon the aver¬ 
age of the bid and asked prices of such 
securities, on a specified date within 15 
days prior to the date of filing of the reg¬ 
istration statement. 

(c) Where securities are to be offered 
at varying prices based upon fluctuating 
values of underlying assets, the registra¬ 
tion fee is to be calculated upon the 
basis of the market value of such assets 
as of a specified date within 15 days prior 
to the date of filing, in accordance with 
the method to be used in calculating the 
daily offering price. 

(d) Where securities are to be offered 
to existing security holders and the por¬ 
tion, if any, not taken by such security 
holders is to be reoffered to the general 
public, the registration fee is to be calcu¬ 
lated upon the basis of the proposed offer¬ 
ing price to such security holders or the 
proposed reoffering price to the general 
public, whichever is higher. 


(e) Where securities are to be offered 
in exchange for other securities (except 
where such exchange results from the ex¬ 
ercise of a conversion privilege) the reg¬ 
istration fee is to be calculated as fol¬ 
lows: 

(1) Upon the basis of the market value 
of the securities to be received by the 
registrant in the exchange as established 
by bona fide transactions as of a specified 
date within 15 days prior to the date 
of filing. 

(2) If there is no market for the securi¬ 
ties to be received by the registrant in 
the exchange, the book value of such 
securities computed as of the latest prac¬ 
ticable date prior to the date of filing 
the registration statement shall be used, 
unless the issuer of such securities is in 
bankruptcy or receivership, in which case 
one-third of the principal amount, par 
value or stated value of such securities 
shall be used. 

(3) If any cash is to be received by 
the registrant in connection with the ex¬ 
change. the amount thereof shall be 
added to the value of the securities to 
be received by the registrant in exchange 
as computed in accordance with sub- 
paragraph (1) or (2) above. If any 
cash is to be paid by the registrant in 
connection with the exchange, the 
amount thereof shall be deducted from 
the value of the securities to be received 
by the registrant in exchange as com¬ 
puted in accordance with subparagraph 
(1) or (2) above. 

(4) Securities to be offered directly 
or indirectly in exchange for certificates 
of deposit shall be deemed to be offered 
in exchange for the securities represented 
by the certificate of deposit. 

(f) Where securities are to be offered 
pursuant to options, warrants or rights 
and the holders of such options, war¬ 
rants or rights may be deemed under- 
WTiters, as defined in section 2(11) of the 
Act, with respect to the options, war¬ 
rants or rights or the securities subject 
thereto, the registration fee is to be cal¬ 
culated upon the basis of the price at 
which such securities wili be offered to 
the public. If such offering price is not 
determined at the time of filing, the reg¬ 
istration fee is to be calculated upon the 
basis of (1) the offering price of securi¬ 
ties of the same class included in the 
registration statement, (2) the price at 
which securities of the same class were 
sold, or upon the average of the bid and 
asked prices of such securities, on a spec¬ 
ified date within 15 days prior to the 
date of filing of the registration state¬ 
ment, or (3) the highest price at which 
the options, warrants or rights can be ex¬ 
ercised, whichever is highest. Where the 
options, warrants or rights are also reg¬ 
istered for distribution in the same 
registration statement, no separate filing 
fee shall be required. 

(g) In the case of a stock purchase, 
savings or similar plan, the aggregate 
offering price and the amount of the fee 
shall be computed only with respect to 
the aggregate employee contributions. 
Notwithstanding the provisions of para¬ 
graph (f) of this section, in the case of 
stock to be offered pursuant to "quali¬ 


fied” or “employee stock purchase plan” 
stock options as those terms are defined 
in sections 422 and 423 of the Internal 
Revenue Code of 1954, as amended, or 
“restricted stock options” as defined in 
section 424(b) thereof, provided how¬ 
ever, that for the purposes of this para¬ 
graph an option which meets all of the 
conditions of that section other than the 
date of issuance shall be deemed to be 
“restricted stock options,” the aggregate 
offering price and the amount of the fee 
shall be computed upon the basis of the 
price at which securities of the same 
class were sold, or upon the average of 
the bid and asked prices of such securi¬ 
ties, on a specified date within 15 days 
prior to the date of filing of the registra¬ 
tion statement, or the option price, 
whichever is higher. 

(h) Where convertible securities and 
the securities into which conversion is 
offered are registered at the same time, 
the registration fee is to be calculated 
on the basis of the proposed offering 
price of the convertible securities alone, 
except that if any additional considera¬ 
tion is to be received in connection with 
the exercise of the conversion privilege, 
the maximum amount which may be re¬ 
ceived shall be added to the proposed 
offering price of the convertible secu¬ 
rities. 

(i) Where securities are sold prior to 
the registration thereof and are subse¬ 
quently registered for the purpose of 
making an offer of recision of such sale 
or sales, the registration fee is to be cal¬ 
culated on the basis of the amount at 
which such securities were sold, except 
that where securities repurchased pur¬ 
suant to such offer of recision are to be 
reoffered to the general public at a price 
in excess of such amount, the registra¬ 
tion fee is to be calculated on the basis 
of the proposed reoffering price. 

(j) Notwithstanding the other provi¬ 
sions of this rule, the proposed maximum 
aggregate offering price of American 
Depositary Receipts registered on Form 
S-12 shall, for the purpose of calculating 
the registration fee, be computed upon 
the basis of the maximum aggregate fees 
or charges to be imposed in connection 
with the Issuance of such receipts. 

§ 230.458 Payment of fees. 

* • * * • 

(b) Payments may be rounded to the 
nearest dollar. Amounts less than one 
dollar due the Commission will be waived 
except that in no case may the amount 
waived reduce the amount due to less 
than $100. 

* * • * * 

§239.6 L Amended] 

Such portion of the facing page of this 
form as reads: 

Filing fee (the fee Is to be calculated as 
one one-hundredth of 1 percent of the mar¬ 
ket value (as of an Indicated day within 15 
days prior to the filing of this registration 
statement) of the securities to be called for 
deposit, or, if there be no market value, one 
one-hundredth of 1 percent of one-third of 
the face, par, or if no par. stated value of 
the securities to be called for deposit. In 
no case shall the fee be less than $25): 
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Calculation op Piling Fee 
Indicate basis used: 

_(a) Market value (if any)_$_ 

— (b) Face, par, or stated value_ 

_(c) One-third of this_ 

— (d) Piling fee (Vioo of 1 percent 

of (a) or (c), whichever is 
used but not less than 
$25) . 

would be deleted and the following sub¬ 
stituted therefor: 

Amount of filing fee: 

§239.7 [ Amended ] 

Such portion of the facing sheet of this 
form as reads: 

Piling fee (the fee is to be calculated as 
one one-hundredth of 1 percent of the mar¬ 
ket value (as of an indicated day within 15 
days prior to the filing of this registration 
statement) of the securities to be called for 
deposit, or, if there be no market value, one 
one-hundredth of 1 percent of one-third of 
the face, par, or if no par, stated value of 
the securities to be called for deposit. In 
no case shall the fee be less than $25): 











PROPOSED RULE MAKING 

Calculation op Piling Pee 
Indicate basis used 

--(a) Market value (if any)_$_ 

or 

— (b) Face, par, or stated value__ 

— (c) One-third of this_ 

— (d) Piling fee (tioo of 1 percent 

of (a) or (c), whichever is 
used, but not less than 
$25 .... 

would be deleted and the following sub¬ 
stituted therefor: 

Amount of filing fee: 

§ 239.16 [Amended] 

Paragraph G of the facing page of this 
form which reads: 

G. Amount of filing fee, computed at one 
one-hundredth of 1 percent of the proposed 
maximum aggregate offering price to the 
public (minimum fee $25): 

would be revised to read: 

G. Amount of filing fee: 


§ 239.19 [Amended] 

The entire footnote designated by an 
asterisk in the table for calculation of 
the registration fee on the facing page of 
this form and the asterisks following the 
headings “Proposed Maximum Aggregate 
Offering Price” and “Registration Fee” 
in such table would be deleted. 

(Secs. 6. 7 and 19; 48 Stat. 78 and 85, as 
amended; 15 U.S.C. 77f. 77g and 77s) 

All interested persons are invited to 
submit their views and comments on the 
proposed amendments, in writing, to the 
Securities and Exchange Commission, 
Washington, D.C., 20549, on or before 
February 11, 1966. Except where it is 
requested that such communications not 
be disclosed, they will be considered 
available for public inspection. 

By the Commission, January 11, 1966. 

[seal] Orval L. DuBois, 

Secretary . 

(P.R. Doc. 66-533; Piled, Jan. 17. 1966; 

8:45 am.| 
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Notices 


DEPARTMENT OF THE INTERIOR 

Office of the Secretary 

IMPORTS OF RESIDUAL FUEL OIL TO 
BE USED AS FUEL; DISTRICT I 

Adjustment in Maximum Level 

Pursuant to paragraph (d) of section 
2 of Proclamation 3279, as amended, the 
maximum level of imports of residual 
fuel oil to be used as fuel into District 
I for the allocation period April l f 1965, 
through March 31, 1966, is increased by 
95.891 barrels daily. Of this amount 
41,096 barrels daily are withheld from 
allocation by the Administrator, Oil Im¬ 
port Administration as a reserve against 
future industrial and other requirements, 
and 13,699 barrels daily are made avail¬ 
able to the Oil Import Appeals Board. 
The Administrator shall allocate 41,096 
barrels daily among persons who have 
received allocations pursuant to para¬ 
graph (c) of section 12 of Oil Import 
Regulation 1 (Revision 4) Amendment 
5 in the proportion that each such per¬ 
son’s allocation under paragraph (c) 
bears to the total quantity allocated 
under that paragraph. The maximum 
level does not include residual fuel oil 
withdrawn from bonded warehouse for 
ships supplies or for exportation. 

Stewart L. Udall, 
Secretary of the Interior . 

January 10,1966. 

[F.R, Doc. 66-546; Piled, Jan. 17, 1966; 

8:46 a.m.l 


DEPARTMENT OF AGRICOLTORE 

Agricultural Research Service 

IP.P.C. 641] 

BLACK STEM RUST 

Specifically Approved Establishments 
Eligible To Ship Rust-Resistant Ber¬ 
bers, Mahoberberis, and Mahonia 
Interstate; Correction 

January 12,1966. 

In F.R. Doc. 65-13708, published on 
pages 16021-16027 in the Federal Reg¬ 
ister dated December 23,1965. the center 
heading "New York” was inadvertently 
omitted and should be inserted immedi¬ 
ately preceding the item "Arcadian Gar¬ 
dens (Goldfarb) (dealer), South High¬ 
land Avenue. Ossining,” now appearing 
under the center title "New Jersey,” on 
page 16024, third column, of the 
document. 

[seal] E. D. Burgess. 

Director, 

Plant Pest Control Division. 

[F.R, Doc. 66-538; Piled, Jan. 17, 1966; 
8:45 a.m.j 


DEPARTMENT OF COMMERCE 

Office of the Secretary 

[Dept. Order 8] 

OFFICE OF EQUAL OPPORTUNITY 
Organization and Functions 

The following order was issued by the 
Secretary of Commerce on January 7. 
1966. This material supersedes the ma¬ 
terial appearing at 30 FR 13471 of Octo¬ 
ber 22, 1965. 

Section 1. Purpose. The purpose of 
this order is to establish the Office of 
Equal Opportunity, delegate authority to 
the Director, and describe the functions 
of the Office. 

Sec. 2. General. .01 The Office of 
Equal Opportunity (hereinafter called 
the "Office”) is hereby established in the 
Office of the Secretary pursuant to the 
authority vested in the Secretary by law. 
The Office shall be headed by a Director 
who shall report and be responsible to 
the Under Secretary of Commerce. 

.02 The Office is responsible for pro¬ 
viding Department-wide leadership over 
and coordination of equal opportunity 
programs and activities throughout the 
Department, and for providing staff serv¬ 
ices to bureaus and offices on equal op¬ 
portunity matters. 

.03 In the interests of economy in the 
use of staff and to assure maximum co¬ 
ordination of equal opportunity respon¬ 
sibilities and activities, bureaus and of¬ 
fices shall utilize the services of the Office 
whenever practicable. 

Sec, 3. Delegation of authority . .01 

Pursuant to the authority vested in the 
Secretary of Commerce by law and sub¬ 
ject to the direction of the Under Secre¬ 
tary of Commerce, the Director, Office 
of Equal Opportunity, is hereby author¬ 
ized to carry out the Secretary’s respon¬ 
sibilities for fulfilling the objectives and 
effecting compliance throughout the 
Department with the requirements of: 

a. Title VI of the Civil Rights Act of 
1964 (78 Stat. 252; 42 UB.C. 2000d- 
2000d4) (hereinafter called the "Act”) 
relating to nondiscrimination in Feder¬ 
ally assisted programs; 

b. Executive Order 11246 on nondis¬ 
crimination in Government employment 
and contracts and Federally assisted 
construction contracts; 

c. Executive Order 11247 as relates to 
cooperating with the Attorney General 
in the latter’s function of coordinating 
enforcement by Federal departments and 
agencies of Title VI of the Act; 

d. Regulations, rules, orders, and in¬ 
structions issued by the Attorney Gen¬ 
eral, the Secretary of Labor, or the Civil 
Service Commission pursuant to the Act 
or the Executive orders referred to 
above; and 

e. Any other statutes, Executive or¬ 
ders and regulatory provisions relating 


to equal opportunity under which the 
Secretary or the Department may have 
responsibilities, except those assigned 
to the Community Relations Service. 

.02 The Director may redelegate any 
authority conferred on him to any em¬ 
ployee of the Office, subject to such con¬ 
ditions in the exercise of the authority 
as the Director may prescribe. 

Sec. 4. Functions . The Office shall: 

.01 Develop policy statements, regu¬ 
lations, orders, instructions and proce¬ 
dures designed to amplify and stress 
positive programs and actions to achieve 
the objectives of equal opportunity in all 
activities and functions of the Depart¬ 
ment of Commerce. 

.02 Provide advice, guidance, and di¬ 
rect assistance to bureaus and offices in 
establishing and maintaining effective 
equal opportunity programs, such aid to 
include: 

a. In collaboration with the Office of 
Personnel, assistance in the recruitment 
of qualified staff for equal opportunity 
w f ork and assistance in the orientation 
and training of such personnel: review’ 
of and advice on bureau and office plans 
for expanding equal employment oppor¬ 
tunities within their own organizations 
and assistance and guidance to them in 
special recruitment efforts; 

b. Participation, as provided in the 
Department’s regulations, or as re¬ 
quested by bureaus or offices, in compli¬ 
ance reviews, in the investigation and 
consideration of cases involving dis¬ 
crimination, and in enforcement activi¬ 
ties; and, 

c. Assistance in obtaining voluntary 
compliance through conciliation, nego¬ 
tiation or other means by private and 
public agencies, institutions and other 
persons, with the equal opportunity pro¬ 
visions of laws, Executive orders and 
regulations, as relates to Commerce s 
substantive programs. 

.03 Review and appraise policies, pro¬ 
cedures and practices throughout the 
Department relating to equal oppor¬ 
tunity, and develop and recommend the 
adoption of new or revised equal oppor¬ 
tunity programs and policies to ensure 
that the operating activities of the De¬ 
partment are consistent with the spirit 
and requirements of laws, Executive or¬ 
ders, and regulations. 

.04 Exercise functional supervision of 
bureaus and offices in carrying out Title 
VI (of the Act) and contract compliance 
requirements, especially as relates to the 
development of surveillance schedules 
and to the conduct of compliance review s, 
pre-award conferences, compliance in¬ 
vestigations and hearings, and obtaining 
voluntary compliance. 

.05 In cooperation with the Office of 
the General Counsel, review and, if satis¬ 
factory, authorize the form and content 
of nondiscrimination clauses, instruc¬ 
tions directives, procedures, interpreta¬ 
tions and other materials of general ap- 
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plicability proposed for use or issuance 
by the head of a bureau or office to im¬ 
plement the laws, Executive orders, and 
regulations. 

.06 In collaboration with the Office of 
Personnel, (a) monitor hiring practices 
and the conduct by bureaus and offices 
of complaint investigations and hearings 
on equal opportunity in employment, 
and (b) maintain the statistical system 
required by the Civil Service Commission. 

.07 Develop and implement affirma¬ 
tive plans and programs for achieving 
effective participation by the Depart¬ 
ment in the Federal Government’s efforts 
to bring about equal opportunity for all 
American citizens. 

.08 Assign to officials of other depart¬ 
ments or agencies, with their consent, 
duties in connection with accomplishing 
the Department’s responsibilities under 
any statute, Executive order and regu¬ 
latory provision relating to equal oppor¬ 
tunity. 

.09 Represent the Department in 
meetings and conferences with other 
Governmental agencies and private 
groups with respect to equal opportunity 
matters. 

.10 Gather and synthesize materials 
for reports on the status and progress of 
the Department’s equal opportunity ef¬ 
forts; review and make recommenda¬ 
tions, for consideration within the De¬ 
partment, on proposed legislation per¬ 
taining to equal opportunity; and under¬ 
take specific studies or other assignments 
on equal opportunity matters as the Un¬ 
der Secretary may direct. 

Sec. 5. Savings provision . Any other 
orders or parts of orders the provisions of 
which are inconsistent or in conflict with 
the provisions of this order are hereby 
constructively amended or superseded 
accordingly. 

Effective date. January 7, 1966. 

David R. Baldwin, 
Assistant Secretary 
for Administration. 

(P.R. Doc. 66-519: Filed, Jan. 17, 1966; 

8:45 a.m.J 


[Dept. Order 6-AJ 

OFFICE OF REGIONAL ECONOMIC 
DEVELOPMENT 

Organization and Functions 

The following order was issued by the 
Secretary of Commerce on January 6, 
1966. 

Section 1 . Purpose. The purpose of 
this order is to establish the Office of 
Kegtonal Economic Development, define 
its functions, and delegate authority to 
the Director. 

Sec. 2. General. .01 The Office of 
Regional Economic Development is here¬ 
by established as a primary organization 
unit of the Department of Commerce 
Pursuant to the authority vested in the 
Secretary of Commerce by the Public 
works and Economic Development Act 
or 1965 (Public Law 89-136) (herein- 
wter called the "Act"). and otherwise by 


.02 The Office of Regional Economic 
Development (hereinafter called the “Of¬ 
fice”) shall be headed by a Director who 
shall report and be responsible to the 
Assistant Secretary of Commerce and 
Director of Economic Development 
(hereinafter referred to as the “Assistant 
Secretary”). The Director shall be as¬ 
sisted by a Deputy Director who shall 
perform the functions of the Director in 
the latter’s absence. 

Sec. 3. Delegation of authority. .01 
Subject to such policies and directives as 
the Secretary and Assistant Secretary 
may prescribe, the Director is hereby 
delegated the authority to perform all 
functions vested in the Secretary of Com¬ 
merce by Title V. except: 

a. Those functions set forth In sections 
501 and 502(f) of the Act, relating to the 
designation of economic development 
regions. 

b. Those functions set forth in section 
503(b) of the Act, relating to the sub¬ 
mission of plans and proposals of the 
regional commissions to other Federal 
agencies and then to the President. 

.02 The approval of the Assistant Sec¬ 
retary shall be obtained before issuance 
by the Director of any rules, regula¬ 
tions, or procedures to be published in 
the Federal Register. 

.03 The Director may redelegate any 
authority conferred on him by this order 
to any officer of the Office, subject to 
such conditions in the exercise of such 
authority as he may prescribe, except 
that any redelegations of authority to 
provide or allocate funds or to make 
grants-ln-aid to the commissions under 
section 505(a) of the Act will require the 
prior approval of the Assistant Secretary. 

Sec. 4. Functions and responsibilities. 
.01 The Office shall administer the vari¬ 
ous provisions of Title V of the Act. In 
carrying out these responsibilities, the 
Office shall: 

a. Provide and evaluate information to 
aid the Assistant Secretary in desig¬ 
nating “economic development regions.” 

b. Assist States to establish Regional 
Action Planning commissions (herein¬ 
after called “regional commissions”) 
within designated regions. 

c. Review recommendations submitted 
by the regional commissions for chang¬ 
ing boundaries of economic development 
regions. 

d. Develop standards and procedures 
to guide the regional commissions in con¬ 
ducting economic development planning. 

e. Assist regional commissions to pre¬ 
pare work programs for regional eco¬ 
nomic planning. 

f. Review and approve work programs 
and administrative expense budgets of 
the regional commissions and approve 
the use of such funds. 

g. Formulate and recommend specific 
research and technical assistance proj¬ 
ects for regional economic development 
planning, review requests for all projects 
submitted by the regional commissions, 
and arrange for such technical assist¬ 
ance and research projects through the 
employment of private individuals, part¬ 
nerships, firms, corporations, or suitable 
institutions under contracts entered into 


for such purposes, or through grants- 
in-aid. 

h. Compile information and data of 
use to the regional commissions (includ¬ 
ing the results of research projects) and 
make these available to the regional 
commissions. 

i. Formulate needs for general re¬ 
search on regional economic develop¬ 
ment. 

j. Provide continuing advice, informa¬ 
tion, and assistance to the regional com¬ 
missions on the preparation of economic 
development plans. 

k. Provide staff assistance and support 
to the Federal cochairmen of regional 
commissions. 

l. Coordinate all Federal recommenda¬ 
tions with respect to the economic devel¬ 
opment of a designated region, and make 
such recommendations available to the 
regional commission and the Federal 
cochairman. 

m. Provide liaison between regional 
commissions and the Economic Devel¬ 
opment Administration and other De¬ 
partment organizations and Federal 
agencies interested in regional economic 
development. 

n. Maintain a continuous review of the 
progress and activities of the regional 
commissions. 

o. Evaluate plans, proposals, and rec¬ 
ommendations transmitted to the De¬ 
partment by the regional commissions, 
prepare comments and recommendations 
thereon for the Assistant Secretary, and 
coordinate the review of such proposals 
by other interested Federal agencies. 

p. Assist in the development of legis¬ 
lative and other proposals to implement 
the regional commissions’ recommenda¬ 
tions. 

q. Advise the Assistant Secretary of 
major policy issues under consideration 
by the regional commissions. 

r. Perform such other services as di¬ 
rected by the Assistant Secretary. 

.02 The Office shall assist the Assist¬ 
ant Secretary in carrying out the pro¬ 
visions of section 601(a) of the Act as 
relates to coordination of the activities 
of the Federal cochairmen. 

.03 The Office shall assist the Assist¬ 
ant Secretary In carrying out the provi¬ 
sions of section 603 of the Act, relating 
to consultation with other persons and 
agencies. 

Sec. 5. Staff services. The Office of 
Regional Economic Development will ob¬ 
tain administrative management and 
other staff services through the Economic 
Development Administration. 

Sec. 6. Organization and assignment 
of functions. A Department Order (6-B) 
prescribing the organization and assign¬ 
ment of functions within the Office of 
Regional Economic Development shall 
be developed and issued over the signa¬ 
tures of the Assistant Secretary and Di¬ 
rector of Economic Development and the 
Assistant Secretary for Administration. 

Effective date. January 6, 1966. 

David R. Baldwin, 
Assistant Secretary 
for Administration. 

fFR. Doc. 66-520; Filed, Jan. 17, 1966; 

8:45 a.m.j 
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DEPARTMENT OF HEALTH, EDU¬ 
CATION, AND WELFARE 

Food and Drug Administration 
SCHERING CORP. 

Notice of Filing of Petition for Food 
Additives Dienestrol Diacetate, Pro¬ 
caine Penicillin 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 
409(b)(5), 72 Stat. 1786; 21 U.S.C. 348 
(b)(5)), notice is given that a petition 
(FAP 6C1877) has been filed by Schering 
Corp., Bloomfield, N.J., 07003, proposing 
an amendment to § 121.266 Dienestrol 
diacetate to provide for the safe use of 
dienestrol diacetate with 2.4 to 50 grams 
of penicillin (as procaine penicillin) per 
ton of chicken feed, added for growth 
promotion and feed efficiency. 

Dated: January 12,1966. 

J. K. Kirk, 

Assistant Commissioner 
for Operations. 

IF JR. Doc. 66-555; Filed. Jan. 17, 1966; 
8:46 a.m.] 


CIVIL AERONAUTICS BOARD 

(Docket No. 15909] 

SOUTHERN SEGMENT 11 RENEWAL 
CASE 

Notice of Hearing 

Notice is hereby given pursuant to the 
Federal Aviation Act of 1958, as amend¬ 
ed, that a hearing in the above-entitled 
proceeding is assigned to be held on Jan¬ 
uary 27, 1966, at 10 a.m., e.s.t., in Room 
726, Universal Building, 1825 Connecti¬ 
cut Avenue NW., Washington, D.C., be¬ 
fore the undersigned examiner. 

For further information, interested 
persons are referred to the prehearing 
conference report and other material 
contained in the docket of this proceed¬ 
ing on file with the Docket Section of the 
Civil Aeronautics Board. 

Dated at Washington, D.C., January 
12, 1966. 

[seal] Barron Fredricks, 

Hearing Examiner . 

[FJR. Doc. 66-549; Filed, Jan. 17. 1966; 

8:46 ajn.J 


(Docket No. 16857; Order E-23117] 

MOTOR CARRIER-AIR FREIGHT 
FORWARDER 

Order Instituting Investigation 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D.C., 
on the 12th day of January 1966. 

Three applications have been filed un¬ 
der section 408 of the Federal Aviation 
Act of 1958, as amended (the Act), for 
approval of the proposed acquisition of 


certain air freight forwarders by long- 
haul motor carriers. 

Specifically, Pacific Intermountain 
Express Co. (PIE), a motor carrier of 
general and bulk commodities operating 
from points on the West Coast to Chi¬ 
cago, requested approval of its proposed 
acquisition of National Air Freight For¬ 
warding Corp., an international air 
freight forwarder (Docket 14147 ).* 
Realties Unlimited, Inc., a wholly owned 
subsidiary of T.I.M.E. Freight, Inc., a 
motor carrier of general commodities op¬ 
erating between points on the West 
Coast and points on the East Coast, re¬ 
quested approval of its proposed acquisi¬ 
tion of Honolulu Air Cargo, doing busi¬ 
ness as Aero Forwarding, a domestic and 
international air freight forwarder 
(Docket 15600). Consolidated Freight- 
ways, Inc. (Consolidated), which con¬ 
trols a system of motor carriers of gen¬ 
eral and bulk commodities operating 
between points on the West Coast and 
points on the East Coast, requested ap¬ 
proval of its acquisition of Global Air 
Cargo. Ltd., a domestic and international 
air freight forwarder (Docket 16651). 

The foregoing applications also re¬ 
quested approval under section 409 of the 
Act of certain interlocking relation¬ 
ships. 1 2 3 

American Airlines, Inc. (American), 
and Trans World Airlines, Inc. (TWA), 
filed a joint petition on November 16, 
1965, contending that the applications 
should be denied. Petitioners contend, 
inter alia, that the Air Freight For¬ 
warder Authority Case * is "no precedent 
for the relief sought here" and that the 
applications do not meet the conditions 
of the proviso of section 408(b) that 
allows approval of certain acquisitions 
without hearing; and on December 17, 
1965, the Air Freight Forwarders Asso¬ 
ciation on behalf of 13 members filed a 
protest requesting that the above appli¬ 
cations be denied or, in the alternative, 
be set down for hearing. 

On November 26, 1965, PIE and Con¬ 
solidated filed separate answers to the 
American-TWA petition, stating that the 
reasons given in the petition for denial 
are sketchy, argumentative and clearly 
insufficient to establish that the rela¬ 
tionships are not in the public interest. 
Both answers also state that the Board 
does not lack the legal power to grant 
the applications without a hearing. 
However, PIE also states that it feels that 
"an open hearing might be useful in 
helping to clarify some of the miscon¬ 
ceptions about the nature and financial 
stability of long-haul motor carriers, and 
their intentions in these cases." Both 
PIE and Consolidated request expeditious 
consideration should the Board deem a 
hearing desirable. PIE and Consolidated 
also filed on December 28, 1965, a joint 


1 PIE’6 authority will extend to the East 
Coast, if a merger with All States Freight, 
Inc., now pending before the Interstate 
Commerce Commission, Is approved. 

2 The applications were hied, respectively, 
on Nov. 13. 1962 (amended Oct. 22, 1965), 
Oct. 2, 1964 (amended July 2, 1965) and 
Nov. 5, 1965 (amended Dec. 10, 1965). 

» Order E-21056, July 10,1964. 


answer to the Association’s protest re¬ 
questing either a dismissal or denial of 
the protest. 

Although filed under section 408 of the 
Act, these applications give rise to policy 
and factual issues of much deeper signifi¬ 
cance than those normally focused upon 
in a section 408 proceeding involving the 
acquisition of control of an air freight 
forwarder. The fundamental question 
posed is whether long-haul motor car¬ 
riers of general commodities should be 
allowed to participate in air transporta¬ 
tion, either in their own right or through 
the device of acquiring an air freight 
forwarder. We have decided to insti¬ 
tute a comprehensive investigation in 
order to afford all interested persons an 
opportunity to fully explore the possible 
consequences of allowing motor carriers, 
such as applicants, to be air freight for¬ 
warders, either directly or indirectly. 

Delineation of the precise issues to be 
litigated will be accomplished at the pre- 
hearing conference. However, for the 
guidance of the parties, there are several 
matters we wish to have explored. The 
following enumeration is not intended to 
limit the scope of the investigation in 
any way but are several critical facets of 
the overall problem. We are concerned 
with the impact, if any, upon the existing 
air freight forwarders of permitting the 
applicants and any similarly situated 
companies to become air freight for¬ 
warders. To make such an evaluation, 
it is essential that the record contain a 
detailed analysis of the present posture 
of the air freight forwarder industry. 
Further, attention should be focused 
upon the conflicts of interest, if any. 
arising out of a situation where the same 
company or system provides both line- 
haul and air freight forwarding service. 
The parties should also address them¬ 
selves to the question of the impact upon 
direct air carriers of entry into the field 
of motor carrier/air freight forwarders. 
Finally, we assume the applicants, as 
part of their presentations, will submit 
evidence showing what contributions, if 
any, they are equipped to make to the 
promotion and development of air trans¬ 
portation, and how the public interest 
will be served by Board approval of the 
applications. 

Accordingly , it is ordered: 

1. That a proceeding to be called the 
Motor Carrier—Air Freight Forwarder 
Investigation be and it hereby is insti¬ 
tuted in Docket 16857; 

2. That Dockets 14147, 15600, and 
16651 be and they hereby are consoli¬ 
dated into the investigation instituted in 
Docket 16857; and 

3. That the investigation instituted in 
Docket 16857 be assigned for hearing be¬ 
fore an Examiner of the Board at a time 
and place hereafter to be designated. 

This order will be published In the 
Federal Register. 

By the Civil Aeronautics Board. 

[seal] Harold R. Sanderson. 

Secretary . 

[F.R. Doc. 66-550; Filed. Jan. 17, 1966; 

8.46 ajn.j 
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FEDERAL COMMUNICATIONS 
COMMISSION 

[Docket Nos. 16306-16309; FCC 66M-77; 
Corrected) 

K-SIX TELEVISION, INC. (KVER), ET AL. 

Order Continuing Hearing 

In re applications of K-Six Television, 
Inc. (KVER), Laredo. Tex., Docket No. 
16306, Pile No. BPCT-3304, for con¬ 
struction permit for new Television 
broadcast station, and Docket No. 16307, 
File No. BMPCT-6153, for modification 
of construction permit; Southwestern 
Operating Co. (KGNS-TV), Laredo, 
Tex., Docket No. 16308, File No. BRCT- 
503. for renewal of license, and Docket 
No. 16309, Pile No. BPCT-3472, for con¬ 
struction permit to make changes. 

Pursuant to agreement of counsel 
arrived at during the prehearing con¬ 
ference in the above-styled proceeding 
held on this date: It is ordered. This 10th 
day of January 1966, that the hearing 
previously scheduled for January 17, 
1966, will commence at 10:00 a.m., on 
April 5. 1966, in the offices of the Com¬ 
mission in Washington, D.C. 

Released: January 13, 1966. 

Federal Communications 
Commission, 

[seal] Ben P. Waple, 

Secretary. 

[F.R. Doc. 66-564; Filed. Jan. 17. 1966; 
8:47 ajn.J 


[Docket Nos. 16403-16405; FCC 66-7J 

ERNEST L. AND MILDRED F. WALKER 

Order Designating Applications for 

Consolidated Hearing on Stated 

Issues 

In re applications of Ernest L. Walker, 
Espanola, N. Mex., Docket No. 16403. Pile 
No. 007-CD-65, for a Class D station 
license in the Citizens Radio Service, and 
Docket No. 16404, for a restricted radio¬ 
telephone operator permit; Mildred P. 
Walker, Fairview, N. Mex., Docket No. 
16405, Pile No. 170-CD-64, for a Class 
D station license in the Citizens Radio 
Service. 

1. At a session of the Federal Com¬ 
munications Commission held at its 
offices in Washington, D.C., on Janu¬ 
ary 5, 1966, the Commission considered 
the captioned applications. These con¬ 
sist of two applications for a new Class 
D station license in the Citizens Radio 
Service, one filed by Ernest L. Walker 
of Espanola. N. Mex., and the other filed 
oy Mildred F. Walker of Fairview, 
N. Mex. The third application, filed by 
Ernest L. Walker, is for a new restricted 
radiotelephone operator permit. 

2. Ernest L. Walker’s license for a 
Class D radio station in the Citizens 
Radio Service was revoked by the Com¬ 
mission effective January 7, 1963 (Docket 
No. 14587). The facts upon which the 
revocation were based and his actions 
subsequent to the revocation of his sta¬ 
tion license raise a number of serious 


questions bearing upon whether Ernest L. 
Walker is qualified to be a licensee or 
permittee of the Commission. 

3. The replies of Mildred F. Walker to 
Commission correspondence concerning 
her application also raise substantial 
questions as to her qualifications to be a 
licensee of this Commission and whether 
her proposed Citizens radio station would 
be operated in compliance with the Com¬ 
mission’s rules. 

4. In view of the foregoing, the Com¬ 
mission is unable to find that a grant of 
the captioned applications would serve 
the public interest, convenience and 
necessity. 

5. It is ordered , Pursuant to sections 
303(1) and 309(e) of the Communica¬ 
tions Act of 1934, as amended, and 
§§ 1.84 and 1.973(b) of the Commission's 
rules, that: 

(A) The captioned applications are 
designated for a consolidated hearing at 
a time and place to be specified by a 
subsequent order, upon the following 
issues: 

1. To determine the facts with respect 
to the proposed use and operation of the 
radio facilities applied for. 

2. To determine whether Ernest L. 
Walker will operate the radio facilities 
sought to be licensed by Mildred F. 
Walker. 

3. To determine whether Ernest L. 
Walker is the real party in interest in 
the application filed by Mildred F. 
Walker. 

4. To determine the need for and pur¬ 
pose of the Restricted Radiotelephone 
Operator Permit sought by Ernest L. 
Walker. 

5. To determine the facts with respect 
to the use and operation of any citizens 
radio station or other radio transmitting 
apparatus by Ernest L. Walker subse¬ 
quent to the revocation of his citizens 
radio station license (call sign 15W1670). 

6. To determine whether applicants 
may be relied upon to carry out their 
responsibilities as a licensee or permittee, 
as the case may be. of the Commission. 

7. To determine whether, in the light 
of the evidence adduced with respect to 
the foregoing issues, applicants possess 
the requisite qualifications to be a li¬ 
censee or a permittee, as the case may 
be, of the Commission. 

8. To determine whether, in the light 
' of evidence adduced under the foregoing 

issues, a grant of the captioned applica¬ 
tions would serve the public interest, 
convenience and necessity. 

(B) The burden of proceeding with 
the introduction of evidence and the 
burden of proof on issues (2) and (3) 
shall be on Mildred F. Walker; on issues 
(4) and (5) on Ernest L. Walker; and 
on all remaining issues on both of the 
applicants. 

(C) To avail himself of the oppor¬ 
tunity to be heard, each applicant here¬ 
in, in person or by his attorney, shall, 
pursuant to § 1.221 of the Commission’s 
rules, within 20 days of the mailing of 
this order file with the Commission, in 
triplicate, a written appearance stating 
an intent to appear on the date fixed 
for the hearing and present evidence on 
the Issues specified in this order. 


(D) The Chief, Safety and Special 
Radio Services Bureau and the Chief. 
Field Engineering Bureau, shall, within 
10 days after release of this order, mail 
a bill of particulars to the applicants 
herein setting forth the basis for the 
above Issues. 

Released: January 13,1966. 

Federal Communications 
Commission, 

[seal! Ben F. Waple, 

Secretary. 

[PH. Doc. 66-565; Filed, Jan. 17, 1966; 
8:47 a.m.j 


[Docket No. 16084; FCC 66M-63] 

AMERICAN TELEPHONE AND 
TELEGRAPH CO. 

Order Continuing Hearing 

In the matter of American Telephone 
& Telegraph Co.. Tariff FCC No. 134, 
Paragraph 27, 2d Revised Page 10H. 

As a result of American Telephone & 
Telegraph Co. having filed, on January 
5, 1966, for consideration by the whole 
Commission a “Motion to Terminate the 
Proceeding” herein: It is ordered f This 
6th day of January 1966, by the Hearing 
Examiner on his own motion, that the 
hearing in this matter now scheduled 
for January 17, 1966 be, and it hereby is. 
rescheduled to commence at 10 a.m., 
February 17, 1966, in the Commission’s 
offices in Washington, D.C. 

Released: January 11, 1966. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary. 

[F.R. Doc. 66-566; Filed, Jan, 17, 1966; 
8:47 ajn.J 


[Docket Nos. 16039, 16040; FCC 66M-69] 

FINE MUSIC BROADCASTS, INC., AND 
BELK BROADCASTING CO. OF 
FLORIDA, INC. 

Order Continuing Prehearing 
Conference 

In re applications of Fine Music 
Broadcasts, Inc., Jacksonville, Fla., 
Docket No. 16039, File No. BPH-3604; 
Belk Broadcasting Co. of Florida, Inc., 
Jacksonville, Fla., Docket No. 16040, File 
No. BPH-4772; for construction permits. 

The Hearing Examiner having under 
consideration a motion for continuance 
filed January 6, 1966, by the above-en¬ 
titled applicants requesting that the fur¬ 
ther prehearing conference scheduled for 
January 10. 1966, be continued to and 
including February 9, 1966; and 
It appearing that the parties have 
orally agreed to settle this case, that the 
formal pleadings to this end have been 
drawn but because of delays due to the 
holiday season and the press of other 
matters have not been executed; and 
It further appearing that counsel for 
the Broadcast Bureau has consented to 
the immediate favorable consideration of 
this motion, and good cause for granting 
the same having been shown; 
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It is ordered. This the 7th day of Janu¬ 
ary 1966, that the motion for continuance 
filed by the above-entitled applicants is 
granted, but due to the heavy schedule of 
the Hearing Examiner the further pre- 
hearing conference in the above-cap¬ 
tioned proceeding is continued from Jan¬ 
uary 10, 1966, to February 21, 1966. 

Released: January 11, 1966. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary. 

[F.R. Doc. 66-567; Filed. Jan. 17. 1966; 
8:47 &jn.] 


I Docket Nos. 14755-14757; FCC 66M-72] 

JUPITER ASSOCIATES, INC., ET AL. 

Order Scheduling Hearing 
Conference 

In re applications of Jupiter Associates, 
Inc., Matawan, N.J., Docket No. 14755, 
File No. BP-14178; William S. Halpern 
and Louis N. Seltzer doing business as 
Somerset County Broadcasting Co., 
Somerville. N.J., Docket No. 14756, File 
No. BP-14234; Radio Elizabeth, Inc., 
Elizabeth, N.J., Docket No. 14757, File 
No. BP-14812; for construction permits. 

In consideration of the Commission's 
Memorandum Opinion and Order (FCC 
65-1156) released December 27, 1965, 
remanding this proceeding to the Hear¬ 
ing Examiner and enlarging the issues 
therein, pursuant to Commission Mem¬ 
orandum Opinion and Order (FCC 65- 
1153) also released December 27, 1965: 
It is ordered. This 10th day of January 
1966, that there will be a hearing con¬ 
ference herein on January 18, 1966. 9 
a.m., in the Commission's Offices, Wash¬ 
ington, D.C. 

Released: January 11,1966. 

Federal Communications 
Commission, 

IsealI Ben F. Waple. 

Secretary. 

[FJR. Doc. 66-568; Filed. Jan. 17, 1966; 

8:47 a.m.J 

[Docket Noc. 16209.16210; FCC 66M-81] 

ELYRIA-LORAIN BROADCASTING CO. 
ET AL. 

Order Continuing Hearing 

In re applications of Elyria-Lorain 
Broadcasting Co., Docket No. 16209, File 
Nos. BR-2173, BRH-571; for renewal of 
Licenses of Stations WEOL-AM and FM, 
Elyria, Ohio, and Loren M. Berry Foun¬ 
dation (transferor), and The Lorain 
County Printing & Publishing Co. (trans¬ 
feree) , Docket No. 16210, File No. BTC- 
4707; for transfer of control of Elyria- 
Lorain Broadcasting Co. 

The Hearing Examiner having under 
consideration petition filed January 5, 
1966, on behalf of The Lorain Journal 
Co. requesting that the hearing now 
scheduled for February 8 be continued 
to March 1,1966; 

It appearing, that there is presently 
pending before the Review Board an in¬ 


terlocutory order which might conceiv¬ 
ably, if granted in whole or in part, 
change the pattern of the evidentiary 
hearing; 

It further appearing, that petitioner 
pleads that counsel for the applicants, 
as well as the Broadcast Bureau, inter¬ 
pose no objection to a grant of said 
petition; 

It further appearing, that good cause 
exists why said petition should be 
granted; 

Accordingly , it is ordered. This 11th 
day of January 1966, that the petition 
of The Lorain Journal Company is 
granted and the hearing now scheduled 
for February 8, be and the same is re¬ 
scheduled for March 1. 1966, 10 a.m., in 
the Commission’s offices, Washington, 
D.C. 

Released: January 12,1966. 

Federal Communications 
Commission, 

l seal! Ben F. Waple. 

Secretary. 

[F.R. Doc. 66-569; Filed, Jan. 17, 1966; 
8:47 a.m.] 


[Docket Nos. 16290. 16291; FCC 66M-82] 

WMGS, INC. (WMGS) AND 
OHIO RADIO, INC. 

Order Continuing Prehearing 
Conference 

In re applications of WMGS, Inc. 
(WMGS), Bowling Green, Ohio, Docket 
No. 16290, File No. BR-3097, for renewal 
of license; Ohio Radio, Inc., Bowling 
Green, Ohio. Docket No. 16291. File No. 
BP-16423, for construction permit. 

The Hearing Examiner having under 
consideration request filed January 6, 
1966, on behalf of the Commission’s 
Broadcast Bureau requesting that the 
prehearing conference now scheduled for 
January 14, be continued to January 20, 
1966; 

It appearing, that good cause exists 
why said request should be granted and 
petitioner pleads that counsel for the 
other parties in this proceeding have 
consented to the request; 

Accordingly, It is ordered, This 11th 
day of January 1966, that the request is 
granted, and the prehearing conference 
now scheduled for January 14 be and the 
same is hereby rescheduled for January 
20, 1966, 9 a.m., in the Commission’s 
Offices, Washington, D.C. 

Released: January 12, 1966. 

Federal Communications 
Commission, 

[seal.1 Ben F. Waple, 

Secretary. 

[F.R. Doc. 66-570; Filed, Jan. 17, 1966; 
8:47 a.m.] 

[Docket Nos. 15841-15843; FCC 66M-74] 

WTCN TELEVISION, INC. (WTCN-TV), 
ET AL. 

Order Continuing Hearing 

In re applications of WTCN Television, 
Inc. (WTCN-TV), Minneapolis, Minn., 


Docket No. 15841, Pile No. BPCT-2850; 
Midwest Radio-Television, Inc. (WCCO- 
TV) Minneapolis, Minn., Docket No. 
15842, File No. BPCT-3292; United Tele¬ 
vision, Inc. (KMSP-TV), Minneapolis, 
Minn., Docket No. 15843, File No. BPCT- 
3293; for construction permits. 

The Hearing Examiner having under 
consideration motion filed January 7, 
1966, on behalf of the Association of 
Maximum Service Telecasters, Inc. 
(MST), requesting that the hearing now 
scheduled for January 18, 1966, be con¬ 
tinued to February 21. 1966; 

It appearing, that good cause exists 
why said motion should be granted, and 
petitioner pleads that it has been in¬ 
formed that the availability of sites is 
now and has been under intensive study; 

It further appearing, that petitioner 
pleads that counsel for KMSP-TV, 
WTCN-TV, WCCO-TV, Twin City Area 
Educational Television Corp., Minne¬ 
sota Department of Aeronautics and the 
Broadcast Bureau interpose no objection 
to the grant of said motion; 

Accordingly , it is ordered , This 10th 
day of January 1966, that the motion is 
granted and the hearing herein now 
scheduled for January 18, 1966, be and 
the same is hereby rescheduled for Feb¬ 
ruary 21, 1966, 10 a.m., in the Commis¬ 
sion’s offices, Washington, D.C. 

Released: January 12, 1966. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary. 

[F.R. Doc. 66-571; Filed. Jan. 17, 1966; 
8:47 ajn.] 


FEDERAL MARITIME COMMISSION 

[Docket No. 66-1] 

LOMEN COMMERCIAL CO., DIVISION, 
ALASKA STEAMSHIP CO. 

Increased Rates in Northwest-Bering 
Sea Area of Alaska; Notice of In¬ 
vestigation and Suspension 

Whereas on December 6, 1965, Lomen 
Commercial Co., a division of Alaska 
Steamship Co. (Lomen) filed Tariffs 
FMC-F Nos. 17 and 18 bearing a general 
effective date of January 10. 1966, which 
generally increase rates on interstate 
commodities moving locally between 
points in Alaska and between ships an¬ 
chorage and shore at Nome and Teller. 
Alaska; 

Whereas the aforementioned tariffs 
contain clauses which prohibit the use 
of the tariffs until June 1, 1966; 

Whereas it appears that the level of 
rates for the shorter hauls in relation¬ 
ship to those for the ocean transporta¬ 
tion may be excessive; 

Whereas it appears that said tariffs 
will result in additional revenue to Alaska 
Steamship Co. (Alaska Steam) in an 
area of Alaska in which the Commission 
has found Alaska Steam's general rate 
structure unreasonably high (see Com¬ 
mission Report in Docket No. 969, served 
March 5, 1964, and modified August 19, 
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1965, ordering Alaska Steam to reduce 
certain rates); 

Whereas the Commission is of the 
opinion that the new tariffs should be 
made the subject of a public investiga¬ 
tion and hearing to determine whether 
they are unjust, unreasonable or other¬ 
wise unlawful and whether the increased 
rates therein are in violation of the Com¬ 
mission’s Order In Docket No. 969; 

Whereas the Commission is also of 
the opinion the said increased rates 
should not be permitted to become effec¬ 
tive on June 1,1966, unless the investiga¬ 
tion hereinafter ordered has been dis¬ 
posed of prior to June 1, 1966; 

Now therefore it is ordered, That, an 
investigation be, and it is hereby, in¬ 
stituted into and concerning the afore¬ 
mentioned tariffs with a view to making 
such findings and orders as the facts and 
circumstances shall warrant; 

It is further ordered, That in the event 
the investigation and hearing in this 
proceeding has not been disposed of by 
the Commission prior to June 1, 1966, 
all matter in the aforementioned tariffs 
which is prefixed with a “diamond” in¬ 
crease symbol be, and it is hereby sus¬ 
pended and that the use thereof be de¬ 
ferred from June 1 to and including 
September 30, 1966, unless otherwise au¬ 
thorized by the Commission, and that 
any rates, fares, charges, rules, regula¬ 
tions and/or practices theretofore in 
effect and which were to be changed by 
the suspended matter shall remain in 
effect during the period of suspension, 
and neither the matter suspended nor 
the matter continued in effect as a result 
of such suspension may be changed until 
the period of suspension has expired or 
until this investigation and suspension 
proceeding has been disposed of, which¬ 
ever first occurs, unless otherwise au¬ 
thorized by the Commission; 

It is further ordered. That there shall 
be filed on or before June 1, 1966, with 
the Commission by Lomen Commercial 
Co., a Division of Alaska Steamship Co., 
a consecutively numbered supplement to 
each of the aforesaid tariffs, which sup¬ 
plements shall bear no effective date, 
shall reproduce the portion of this order 
wherein the suspended matter is de¬ 
scribed, and shall state that the afore¬ 
said matter is suspended and may not be 
used until the 1st day of October 1966, 
unless otherwise authorized by the Com¬ 
mission and that any matter theretofore 
in effect, and which was to be changed 
by the suspended matter shall remain in 
effect during the period of suspension, 
and neither the matter suspended, nor 
the matter continued in effect as a result 
of such suspension may be changed until 
the period of suspension has expired, or 
until this investigation and suspension 
Proceeding has been disposed of. which¬ 
ever first occurs, unless otherwise au¬ 
thorized by the Commission; 

It is further ordered, That any future 
changes made in the subject tariff prior 
to June 1, 1966, shall be, and they are 
hereby placed under investigation in this 
proceeding; 

It is further ordered, That copies of 
this order shall be filed with the said 


NOTICES 

tariff schedules in the Bureau of Do¬ 
mestic Regulation of the Federal Mari¬ 
time Commission; 

It is further ordered. That (I) the in¬ 
vestigation herein ordered be assigned 
for public hearing by the Chief Exam¬ 
iner, before an examiner of the Commis¬ 
sion’s Office of Hearing Examiners at a 
date and place to be announced; (II) 
Lomen Commercial Co. and Alaska 
Steamship Co. be, and they are hereby 
made respondent in this proceeding; 
(HI) a copy of this order shall forthwith 
be served upon said respondents; (IV) 
the said respondents be duly notified of 
the time and place of the hearing herein 
ordered; and (V) this order and notice 
of the said hearing be published in the 
Federal Register. 

All persons (including individuals, 
corporations, associations, firms, part¬ 
nerships, and public bodies) having an 
interest in this proceeding and desiring 
to intervene therein, should notify the 
Secretary of the Commission promptly 
and file petitions for leave to intervene 
in accordance with Rule 5(n) [46 CFR 
502.731 with copy to respondents. 

By the Commission, January 6, 1966. 

[seal] Thomas Lisi, 

Secretary . 

[FR. Doc. 66-661; Filed. Jan. 17, 1966; 

8:46 a.m.J 

FEDERAL POWER COMMISSION 

[Docket No. CP66-212] 

NORTHERN NATURAL GAS CO. 

Notice of Application 

January 10, 1966. 

Take notice that on December 30,1965, 
Northern Natural Gas Co. (Applicant)] 
2223 Dodge Street, Omaha, Nebr., filed in 
Docket No. CP66-212 an application pur¬ 
suant to section 7(c) of the Natural Gas 
Act for a certificate of public convenience 
and necessity authorizing Applicant to 
construct and operate certain facilities 
and to exchange natural gas with its 
wholly owned subsidiary, Northern Natu¬ 
ral Gas Transportation Co. (Transporta¬ 
tion Co.), all as more fully set forth in 
the application which is on file with 
the Commission and open to public 
inspection. 

Transportation Co. also filed on De¬ 
cember 30, 1965, in Docket No. CP66-213 
a related application in which it proposes 
to transport for the account of Trans- 
Canada Pipe Lines, Ltd. (Trans-Can¬ 
ada), certain volumes of gas to supply 
the requirements of markets in Eastern 
Canada. By said application. Transpor¬ 
tation Co. proposes to receive gas from 
Trans-Canada at the international 
boundary near Emerson, Manitoba, and 
deliver like volumes to Applicant near 
Sandstone, Minn. By the instant ap¬ 
plication, Applicant proposes to exchange 
said volumes of gas for equivalent vol¬ 
umes to be delivered by it to Transporta¬ 
tion Co. at Ogden, Iowa, and Republic, 
Mich. The gas proposed to be delivered 
by Applicant to Transportation Co. at 
Ogden, Iowa, would be transported to St. 
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Clair, Mich., by Transportation Co. and 
delivered to Michigan Consolidated Gas 
Co. (Michigan Consolidated) at its Belle 
River Mills Storage Field and Trans- 
Canada for use in its Eastern Canadian 
markets. Applicant states that certain 
volumes of the gas delivered to Trans¬ 
portation Co. near Republic, Mich., would 
be sold to Michigan Consolidated for re¬ 
sale in the Upper Peninsula, the remain¬ 
ing volumes to be delivered to Trans- 
Canada near Sault Ste. Marie, Mich. 

In order to effect the proposed ex¬ 
change and enlarge its system. Applicant 
proposes to construct and operate, over 
a 4-year period, 57.1 miles of 20-inch and 
30-inch pipeline loop, two new compres¬ 
sor stations totaling 12,330 horsepower, 
and 22,000 horsepower of compressor 
additions at two existing stations. 

The total estimated cost of the pro¬ 
posed facilities is $14,575,000 which cost 
will be financed with funds obtained 
from internal sources. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion, Washington. D.C., 20426, in accord¬ 
ance with the rules of practice and pro¬ 
cedure (18 CFR 1.8 or 1.10) and the 
regulations under the Natural Gas Act 
(157.10) on or before January 28, 1966. 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 7 
and 15 of the Natural Gas Act and the 
Commission's rules of practice and pro- 
dure, a hearing will be held without fur¬ 
ther notice before the Commission on 
this application if no protest or petition 
to intervene is filed within the time re¬ 
quired herein, if the Commission on its 
own review of the matter finds that a 
grant of the certificate is required by the 
public convenience and necessity. If a 
protest or petition for leave to intervene 
is timely filed, or if the Commission on its 
own motion believes that a formal hear¬ 
ing is required, further notice of such 
hearing will be duly given. 

Under the procedure herein provided 
for, unless otherwise advised, it will be 
unnecessary for Applicant to appear or 
be represented at the hearing. 

Joseph H. Gutride, 
Secretary. 

[PR. Doc. 66-523; Filed, Jan. 17, 1966; 

8:45 am.] 


[Docket No. RI61-222, 1 etc.] 

GULF OIL CORP. ET AL. 

Order Permitting Withdrawal of In¬ 
creased Rate Filings, Severing 
Proceedings, and Terminating Pro¬ 
ceedings 

January 10, 1966. 

Gulf Oil Corp. (Gulf) has filed notices 
of withdrawal of proposed increased 
rates, which it has not placed in effect 
subject to refund, as follows: 


1 The proceedings in Docket Nos. RI65-599 
and RI65-600 involve increased rates other 
than those permitted to be withdrawn, and 
said proceedings are terminated only Insofar 
as the withdrawn rate increases are involved. 
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Docket No. 

Date 

notice 

filed 

Rate 

schedule 

No. 

Supple¬ 

ment 

No. 

Purchaser 

RI61-? 52 _ 

11-2-65 

248 

2 

Southern Natural Gas Co. 

Florida Gas Transmission Co.^ 

R162-514 .-. 

11-9-65 

238 

3 

UIfi.V-599 .- 

11-8-65 

87 

7 

Tennessee Gas Transmission Co. 

Do. 

Do ... 

11-8-65 

89 

6 

Do.~.. 

Do'II-II"". 

11-8-65 

11-8-65 

11-8-65 

11-8-65 

11-8-65 

49 

96 

98 

133 

141 

4 

5 
16 

3 

5 

Northern Natural Gas Co. 

Colorado Interstate Gas Co. 

Do. 

Northern Natural Gas Co. 

Do. 

_ _ ... _ 

11-8-65 

88 

7 

Tennessee Gas Transmission Co. 
Texa3 Gas Transmission Corp. 

Do . 

11-8-65 

93 

7 

Do __ 

11-8-65 

124 

9 

United Fuol Gas Co. 

Do ... 

11-8-65 

159 

6 

Florida Gas Transmission Co. 

Do. 


11-8-65 

234 

1 


In its notices, Gulf requests that the 
proceedings In Docket Nos. RI61-222 and 
RI62-514 be severed from the area rate 
proceedings in Docket Nos. AR61-2, et al., 
and AR64-2, et al.. respectively, and ter¬ 
minated; and that the proceedings in 
Docket Nos. RI65-599 and RI65-600 be 
terminated insofar as such docketed mat¬ 
ters pertain to the withdrawn filings. 

The Commission finds: Good cause 
exists for permitting the withdrawal of 
the above-designated rate filings, for 
severing proceedings and for terminating 
proceedings in whole and in part as 
hereinafter provided. 

The Commission orders : 

(A) The above-designated rate filings 
are permitted to be withdrawn. 

(B) The proceedings in Docket Nos. 
RI61-222 and RI62-514 are severed from 
the area rate proceedings in Docket Nos. 
AR61-2, et al., and AR64-2, et al., re¬ 
spectively, and terminated. 

(C) The proceedings in Docket Nos. 
RI65-599 and RI65-600 are terminated 
insofar as such proceedings relate to 
the above-designated rate filings. 

By the Commission. 

[sealI Joseph H. Gutride, 

Secretary. 

Doc. 66-524; Piled. Jan. 17, 1966; 
8:45 a.m.] 


IP.R. 


national power survey re¬ 
gional ADVISORY COMMITTEES 

Establishment and Procedures 

January 10, 1966. 1 

The Federal Power Commission is di¬ 
rected by section 202(a) of the Federal 
Power Act (16 U.S.C. 792—825r) to pro¬ 
mote and encourage voluntary intercon¬ 
nection and coordination of the nation’s 
electric power facilities in the interest of 
economy and conservation, and is au¬ 
thorized by section 311 of the Act to con¬ 
duct broad investigations covering all 
aspects of the entire power industry. In 
order to accomplish more effectively the 
objectives of the National Power Survey, 
a report issued by the Commission in De¬ 
cember 1964, and in accordance with 
the Executive Order 11007 of February 
26, 1962 (27 F.R. 1875), relating to the 
Formation and Use of Advisory Com¬ 
mittees, we have concluded that it is 
in the public interest that the following 
six National Power Survey Regional Ad- 


\ This order was adopted Dec. 22. 1965, 
before Chairman Swidler left the Commission. 
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are established as of the date of issuance 
of this order: 

Northeast. South Central. 

Southeast. West Central. 

East Central. West. 

The order issued July 7, 1965, here re¬ 
vised, is rescinded. 

1. Purpose. The Regional Advisory 
Committee will assist the Commission 
and the Executive Advisory Committee 
in its work with and for the Commission 
and specifically in encouraging the util¬ 
ity systems in each Region to pursue 
courses of action consistent with the 
broad goals of the National Power Sur¬ 
vey, in reporting the progress being made 
in attaining those goals, and in updating 
the guidelines of the Survey. The Com¬ 
mittees will facilitate the exploration of 
all practicable opportunities for more ef¬ 
ficient and reliable development and op¬ 
eration of power systems in each region. 
Meetings of the Committees will consti¬ 
tute forums for the exchange of ideas 
and for fostering better communication 
and understanding among all segments 
of the utility industry in the region. All 
systems of every segment of the industry 
would be encouraged to support the 
analyses through expressions of their 
needs and desires. The Committees will 
be consultative only, and they will oper¬ 
ate within the limits established by the 
Commission, recognizing the appropriate 
corporate and public responsibilities of 
utility systems, and will function in 
keeping with the position of the Commis¬ 
sion enunciated on many occasions that 
the National Power Survey is not in¬ 
tended as a blueprint or as a means of 
compelling the construction of particu¬ 
lar facilities. 

2. Selection of Committee members. 
All Committee members and alternates 
shall be selected by the Chairman of the 
Commission with the approval of the 
Commission and shall to the extent prac¬ 
ticable, include representation from all 
segments of the industry engaged in the 
generation, transmission and distribu¬ 
tion of electricity in each region. 

3. Conduct of meetings. The Chair¬ 
man of the Commission, or in his ab¬ 
sence. the Acting Chairman, or any full¬ 
time employee of the Commission desig¬ 
nated by the Chairman or Acting Chair¬ 
man of the Commission shall be present 
at all Committee meetings and shall be 
responsible for opening and for assisting 
in the conduct of the meetings and for 
adjourning meetings when, in his judg¬ 


ment, adjournment is in the public in¬ 
terest. The meetings will be conducted 
under the direction of the Chairman of 
the Regional Advisory Committee fol¬ 
lowing an agenda approved in advance 
by the Chairman of the Commission or 
his designated representative. 

4. Minutes. The Chairman of the 
Commission having made a finding that 
maintenance of a verbatim transcript 
would be impracticable and not in the 
public interest, there shall be kept by the 
Secretary of each Committee, in lieu 
thereof, a record of persons present, a 
description of matters discussed, and 
conclusions reached, and copies of all re¬ 
ports received, issued, or approved by 
each Committee. 

5. Secretary of the Committee. The 
Chairman of the Commission shall ap¬ 
point a Secretary of each Committee 
from the Commission staff who shall be 
responsible for preparing summary min¬ 
utes of all Committee meetings, notify¬ 
ing members of the meetings, circulating 
copies of an approved agenda, and main¬ 
taining all records related to organiza¬ 
tion, membership and operations of each 
Committee. The Secretary or his alter¬ 
nate shall be present during all meetings 
and shall certify the accuracy of all min- 

utes. . 

6. Location and time of meetings. The 
initial meeting of each Committee will 
convene at the call of the Chairman or 
Acting Chairman of the Commission at 
the Office of the Federal Power Com¬ 
mission, 441 G Street NW., Washington, 
D.C., 20426. Subsequent meetings nor¬ 
mally will be convened at the call of the 
appropriate Regional Engineer after con¬ 
sultation with the Chairman of the ap¬ 
propriate Regional Advisory Committee. 
Meetings shall be held in the Commis¬ 
sion’s regional offices. Ordinarily, meet¬ 
ings will be held during the regular work¬ 
ing hours of the Federal Power 
Commission. 

7. Report to the Committee. The re¬ 
ports of the Committee will be presented 
to the Commission and the Executive Ad¬ 
visory Committee in written form. 
These reports will be directed toward the 
objectives set forth under “Purpose.” 

8. Duration of the Committee. Each 
Committee shall terminate not later than 
2 years subsequent to its date of estab¬ 
lishment, unless the Commission deter¬ 
mines in writing, not more than 60 days 
prior to the expiration of such 2-year 
period, that continued existence of the 
Committee is in the public interest. A 
like determination by the Commission 
shall be required not more than 60 days 
prior to the end of each subsequent 2- 
year period to continue the existence of 
each Committee thereafter. 

9. The Secretary of the Commission 
shall cause prompt publication of this 
order to be made in the Federal Reg- 
ister in accordance with the provisions 
of the Bureau of the Budget Circular No. 
A-63. 

By the Commission. 

[seal! Joseph H. Outride, 

Secretary . 

[F.R. Doc. 66-525; Filed, Jan. 17, 1966; 

8:45 ajn.) 
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SECURITIES AND EXCHANGE 
COMMISSION 

[812-1890] 

AVON OVERSEAS CAPITAL CORP. 

Notice of Filing of Application for 

Order Exempting Company From 

All Provisions of the Act 

January 12, 1966. 

Notice Is hereby given that Avon 
Overseas Capital Corp. (“applicant”), 
30 Rockefeller Plaza, New York. N.Y., 
10020, a New York corporation, has filed 
an application pursuant to section 6(c) 
of the Investment Company Act of 1940 
(“Act”) for an order exempting it from 
all provisions of the Act. All interested 
persons are referred to the application 
on file with the Commission for a state¬ 
ment of the representations therein, 
which are summarized below. 

The applicant was organized by Avon 
Products, Inc. (“Avon”) under the laws 
of the State of New York in January 
1966. All of the authorized stock of 
applicant, consisting of 1,000 shares of 
capital stock with a par value of $100 a 
share win be purchased by Avon for 
$1,000,000 in cash and will be held by 
Avon. Avon wifi, not later than March 
1, 1966, make a contribution to the cap¬ 
ital of applicant consisting of cash, se¬ 
curities or other property, so that the 
capital of applicant will not be less than 
an amount equal to 20 percent of its 
funded debt at that time. Avon wifi 
also acquire any additional securities, 
other than debt securities, which appli¬ 
cant may issue in the future and wifi not 
dispose of any of the securities of appli¬ 
cant held by Avon except to the appli¬ 
cant or to a wholly owned subsidiary of 
Avon. 

Avon, a New York corporation, to¬ 
gether with its wholly owned subsidi¬ 
aries, manufactures and sells cosmetics, 
toiletries, and some household products 
both in the United States and overseas. 

Applicant has been organized in order 
to finance the expansion and develop¬ 
ment of Avon’s foreign operations in a 
manner which is designed to assist in 
improving the balance of payments posi¬ 
tion of the United States, in compliance 
with the voluntary cooperation program 
instituted by President Johnson in Feb¬ 
ruary 1965. Applicant intends to issue 
and sell an aggregate of between $15,- 
000,000 and $20,000,000 principal amount 
of Guaranteed Bonds Due 1981 
(“Bonds”). Avon wifi guarantee the 
principal, sinking fund, and interest pay¬ 
ments on the Bonds. Any additional 
debt securities of applicant which may be 
issued to or held by the public wifi be 
guaranteed by Avon in the same manner 
as the Bonds. 

It is intended that not less than 70 
Percent of the assets of applicant will be 
mvested in or loaned to foreign com¬ 
panies (including United States com¬ 
panies, all or substantially all of whose 
business is carried on abroad) which 
are or wifi be immediately after such in¬ 
vestments, majority-owned subsidiaries 
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(as defined in section 2(a) (23) of the 
Act) of Avon, and which are primarily 
engaged in businesses other than that of 
investing, reinvesting, owning, holding 
or trading in securities. Applicant wifi 
proceed as expeditiously as possible with 
the investment of its assets in such 
manner. Pending the completion of 
such investment, applicant may invest its 
assets in obligations of foreign govern¬ 
ments or corporations or make deposits 
in foreign financial institutions or for¬ 
eign branches of U.S. financial institu¬ 
tions. Applicant will not acquire the 
securities representing such loans or in¬ 
vestments for the purpose of resale and 
wifi not trade in such securities. 

In the opinion of counsel for Avon and 
applicant. United States persons wifi be 
subject to the provisions of the United 
States interest equalization tax with re¬ 
spect to acquisition of the Bonds, except 
where a specific statutory exemption is 
available. By financing its foreign op¬ 
erations through the applicant rather 
than through the sale of its own debt 
obligations, Avon wifi utilize an instru¬ 
mentality the acquisition of whose debt 
obligations by United States persons 
would, generally, subject such persons 
to the interest equalization tax, thereby 
discouraging them from purchasing such 
debt obligations. 

The Bonds are to be sold to underwrit¬ 
ers for offering outside the United States. 
The Bonds are to be sold to underwriters 
under conditions which are intended to 
assure that the Bonds wifi not be sold to 
citizens or residents of the United States. 
The agreement among underwriters will 
contain various provisions intended to 
assure that the Bonds wifi not be pur¬ 
chased by citizens or residents of the 
United States. 

Applicant intends to apply for listing 
of the Bonds on the New York Stock 
Exchange and register them under the 
Securities Exchange Act of 1934. 

Applicant asserts that it is appropriate 
in the public interest and consistent with 
the protection of investors and the pur¬ 
poses fairly intended by the policy and 
provisions of the Act that the applicant 
be exempt from each and every provision 
of the Act, for the following reasons: 
(1) One of the purposes of applicant is to 
assist in improving the balance of pay¬ 
ments program of the United States by 
serving as a vehicle through which Avon 
may obtain funds in foreign countries for 
its foreign operations; (2) the security 
holders of applicant do not require the 
protection of the Act, because the pay¬ 
ment of the Bonds, which is guaranteed 
by Avon, does not depend on the oper¬ 
ations or investment policy of applicant, 
for the bondholders may ultimately look 
to the business enterprise of Avon rather 
than solely to that of applicant; (3) 
none of the equity securities of the ap¬ 
plicant wifi be held by any person other 
than Avon, or a wholly owned subsidi¬ 
ary of Avon; (4) applicant wifi not per¬ 
mit any debt securities to be issued to or 
held by the public unless they are fully 
guaranteed by Avon and if convertible, 
convertible into stock of Avon; (5) ap¬ 
plicant will not deal or trade in securi¬ 
ties; (6) when the Bonds are listed on 
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the New York Stock Exchange, the ap¬ 
plicant’s security holders will have the 
benefit of the disclosure and reporting 
provisions of the Securities Exchange 
Act of 1934 and of the New York Stock 
Exchange, and (7) the Bonds will be 
offered and sold abroad to foreign na¬ 
tionals under circumstances designed to 
prevent any reoffering or resale in the 
United States or to any United States 
citizen or resident. 

Notice is further given that any inter¬ 
ested person may, not later than Janu¬ 
ary 24, 1966, at 5:30 p.m., submit to the 
Commission in writing a request for a 
hearing on the matter accompanied by 
a statement as to the nature of his in¬ 
terest, the reason for such request and 
the issues, if any, of fact or law proposed 
to be controverted, or he may request 
that he be notified if the Commission 
should order a hearing thereon. Any 
such communication should be ad¬ 
dressed: Secretary, Securities and Ex¬ 
change Commission, Washington, D.C., 
20549. A copy of such request shall be 
served personally or by mail (airmail if 
the person being served is located more 
than 500 miles from the point of mail¬ 
ing) upon applicant at the address stated 
above. Proof of such service (by affi¬ 
davit or in case of an attorney at law by 
certificate) shall be filed contempora¬ 
neously with the request. At any time 
after said date, as provided by Rule 0-5 
of the Rules and Regulations promul¬ 
gated under the Act, an order disposing 
of the application herein may be issued 
by the Commission upon the basis of the 
information stated in said application, 
unless an order for hearing upon said 
application shall be issued upon request 
or upon the Commission’s own motion. 

For the Commission (pursuant to dele¬ 
gated authority). 

[seal] Orval L. DuBois, 

Secretary. 

[FJt. Doc. 66-529; Filed, Jan. 17, 1966; 

8:45 ajn.j 


[File No. 70-4335] 

GENERAL PUBLIC UTILITIES CORP. 

Notice of Proposed Charter Amend¬ 
ment, Solicitation of Proxies, and 
Related Transactions 

January 12, 1966. 

Notice is hereby given that General 
Public Utilities Corp. (“GPU”). 80 Pine 
Street. New York, N.Y., 10005, a regis¬ 
tered holding company, has filed an 
amended application-declaration with 
this Commission, pursuant to the Public 
Utility Holding Company Act of 1935 
(“Act”), designating sections 6(a), 7, 
9(a). 10, 12(c), and 12(e) of the Act and 
Rules 42, 62, and 65 thereunder as appli¬ 
cable to the proposed transactions. All 
Interested persons are referred to said 
application-declaration, on file in the 
office of the Commission, for a descrip¬ 
tion of the proposed transactions which 
are summarized below: 

Section 622 of the New York Business 
Corporation Law provides in part that, 
unless the certificate of incorporation of 
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a New York corporation shall otherwise 
provide, the holders of common stock of 
such corporation shall have preemptive 
rights to subscribe for additional com¬ 
mon shares thereof. Except for minor 
exceptions relating to the right to sub¬ 
scribe to fractional shares, the certifi¬ 
cate of incorporation (“charter”) of 
GPU, a New York corporation, presently 
contains no general authorization with¬ 
holding preemptive rights from stock¬ 
holders. In its present filing GPU pro¬ 
poses to amend its charter so as to 
exempt from preemptive rights of stock¬ 
holders offerings of new shares of GPU’s 
common stock if such offerings are made 
for cash, are part of a public offering, 
and the total number of shares so of¬ 
fered in any calendar year is less than 
5 percent of the number of GPU’s total 
shares outstanding at the beginning of 
the calendar year. 

The filing states that adoption of the 
amendment will provide a means for ob¬ 
taining full market value (less reason¬ 
able underwriting costs and other ex¬ 
penses of issues) for offerings made 
within the 5 percent limitation without 
unnecessary dilution of long-term trends 
of per-share earnings: that the maxi¬ 
mum number of shares which could be 
so issued in 1966, if the amendment is 
adopted, would be 1,191,819 (based on 
GPU’s 23,836,397 presently issued and 
outstanding common shares, held by 
some 75,000 owners); and that it is be¬ 
lieved the proposed amendment is in the 
interest of GPU’s stockholders. 

Adoption of the proposed charter 
amendment will require the favorable 
vote of the holders of record of at least 
a majority of GPU’s issued and out¬ 
standing shares of common stock. Ac¬ 
cordingly, GPU proposes to submit the 
proposed amendment for a stockholders’ 
vote at the next annual stockholders* 
meeting scheduled for April 4, 1966, and 
to solicit proxies in connection therewith. 
The proxy material has been submitted 
for appropriate authorization by the 
Commission. 

Under New York law, any stockholder 
entitled to vote at the meeting who does 
not vote in favor of the proposed amend¬ 
ment will have appraisal rights entitling 
him, upon the filing of written objections 
prior to the date of the vote and other¬ 
wise perfecting his appraisal rights, to 
be paid the “fair value” of his shares. 
A summary of such appraisal rights, and 
the steps to be taken by dissenting stock¬ 
holders, if any, are set forth in the proxy 
statement to be mailed to stockholders 
prior to the meeting. The procedure set 
forth in the applicable New York law 
provides that the issuer (GPU) shall 
make a written offer to dissenting stock¬ 
holders, if any, to acquire their shares 
for cash at a price deemed by GPU to 
be the fair value thereof. The filing 
states that any such offer by GPU will 
be conditioned upon GPU’s obtaining an 
appropriate order from the Commission 
authorizing GPU to acquire the shares 
covered by the offer; that, promptly after 
acceptances by stockholders of said offer, 
GPU will file a post-effective amend¬ 
ment herein setting forth the facts per¬ 
taining to the offer; and that GPU will 


not acquire said shares unless and until 
the Commission has issued an order per¬ 
mitting such post-effective amendment 
to become effective; provided, however, 
that if holders of more than 100,000 
shares of GPU common stock make 
timely written objection to the proposed 
amendment, no proxies held by the proxy 
holders will be voted as to the amend¬ 
ment regardless of stockholder choice 
specified thereon. 

The filing states further that no State 
commission and no Federal commission, 
other than this Commission, has juris¬ 
diction with respect to the proposed 
transactions. 

The fees and expenses to be incurred 
by GPU in connection with the proposed 
transactions are estimated not to exceed 
$12,000, including $3,000 for counsel fees. 
Such fees and expenses are exclusive of 
other expenses to be incurred by GPU in 
connection with the annual meeting of 
stockholders and expenses that may be 
incurred in connection with appraisal 
proceedings, if any. 

Notice is further given that any inter¬ 
ested person may, not later than January 
28, 1966, request in writing that a hear¬ 
ing be held on such matter, stating the 
nature of his interest, the reasons for 
such request, and the issues of fact or 
law raised by said amended applica¬ 
tion-declaration which he desires to con¬ 
trovert; or he may request that he be 
notified if the Commission should order 
a hearing thereon. Any such request 
should be addressed: Secretary. Securi¬ 
ties and Exchange Commission, Wash¬ 
ington, D.C., 20549. A copy of such re¬ 
quest should be served personally or by 
mail (airmail if the person being served 
is located more than 500 miles from the 
point of mailing) upon applicant-declar¬ 
ant at the above-stated address, and 
proof of service (by affidavit or, in case of 
an attorney at law, by certificate) should 
be filed contemporaneously with the re¬ 
quest. At any time after said date, the 
application-declaration, as filed or as it 
may be amended, may be granted and 
permitted to become effective as pro¬ 
vided in Rule 23 of the General Rules 
and Regulations promulgated under the 
Act, or the Commission may grant ex¬ 
emption from such rules as provided in 
Rules 20(a) and 100 thereof, or take such 
other action as it may deem appropriate. 

For the Commission (pursuant to dele¬ 
gated authority). 

I seal! Orval L. DuBois, 

Secretary. 

[FM. Doc. 66-530; Filed, Jan. 17, 1966; 

8:45 a.m.j 


[File No. 70-43381 

PENNSYLVANIA ELECTRIC CO. 

ET AL. 

Notice of Proposed Transactions Re¬ 
lated to Merger of Subsidiary Com¬ 
panies 

January 12,1966. 

Notice is hereby given that General 
Public Utilities Corp. (“GPU”), 80 Pine 
Street, New York, N.Y., 10005, a reg¬ 


istered holding company, and two of its 
electric utility subsidiary companies. 
Pennsylvania Electric Co. (“Penelec”) 
and Home Electric Co. (“Home”), have 
filed a joint application-declaration with 
this Commission pursuant to the Public 
Utility Holding Company Act of 1935 
(“Act”), designating sections 6(a), 7, 
9(a), 10, 12(b), 12(c), 12(d), and 12(f) 
of the Act and Rules 42, 43, 44, and 45 
promulgated thereunder as applicable to 
the proposed transactions. All interested 
persons are referred to the joint appli¬ 
cation-declaration, on file at the Office 
of the Commission, for a statement of the 
transactions therein proposed which are 
summarized below. 

It is proposed that Home be merged 
into Penelec. Both are electric utility 
companies, incorporated in Pennsyl¬ 
vania, and doing business in said State. 
Home’s electric service area is located 
approximately 12 miles east of Altoona. 
Pa., and is almost completely surrounded 
by Penelec’s service area. Home pur¬ 
chases its entire requirements of electric 
energy from Penelec. GPU owns all the 
outstanding shares of common stock of 
both Penelec and Home; the latter has 
no other securities outstanding. As at 
September 30, 1965, the total assets of 
Penelec and Home were $464,937,009 and 
$2,201,596, respectively. 

The joint application-declaration 
states that said merger will make it 
feasible to eliminate certain expenses of 
Home which have been largely attribut¬ 
able to the maintenance of Home’s cor¬ 
porate identity and the necessity for the 
maintenance of its separate records, and 
will also facilitate the financing and con¬ 
struction of additional facilities as re¬ 
quired from time to time by the cus¬ 
tomers in Home’s service area. 

In connection with the proposed 
merger. Home will declare a cash divi¬ 
dend to GPU in an amount equivalent 
to its earned surplus accumulated from 
the date of acquisition by GPU of all the 
common stock of Home to the close of 
business on the date preceding the 
merger. From July 31, 1961, the date of 
acquisition, to September 30, 1965, such 
earned surplus amounted to $238,982. 
The record date for such dividend will 
be immediately prior to GPU’s delivery 
to Penelec of the Home common stock, 
so that such dividend will be payable to 
GPU. The payment date for such divi¬ 
dend will be subsequent to the merger 
of Home into Penelec, so that such divi¬ 
dend liability will be among the obliga¬ 
tions of Home assumed by Penelec in the 
merger. 

All of the outstanding shares of Home’s 
common stock (500 shares of $100 par 
value each) will be transferred by GPU 
to Penelec in exchange for 91,707 addi¬ 
tional shares of Penelec’s common stock, 
par value $20 per share, plus $7 cash. 
GPU will record the additional Penelec 
shares at $2,283,753, which is equal to its 
cost of the Home shares acquired by it 
in 1961 (Holding Company Act Release 
No. 14477 (July 13, 1961)), less $7 
Penelec will record its investment in the 
Home shares at $1,834,140. equal to the 
par value of its additional shares de¬ 
livered to GPU plus $7, and also equal 
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to the net assets of Home (based on net 
original cost) after giving effect to the 
$238,982 cash dividend by Home to GPU. 
Home will thereupon be merged into 
Penelec, which will assume all of Home’s 
liabilities. 

It is stated that the Pennsylvania Pub¬ 
lic Utility Commission has jurisdiction 
over the proposed merger and certain of 
the transactions related thereto; that 
the order of said State commission is to 
be filed herein by amendment; that no 
other State commission lias jurisdiction 
with respect to the proposed transac¬ 
tions; and that, assuming the proposed 
transactions (including the accounting 
therefor) are approved by this Commis¬ 
sion under the Act, no other Federal 
commission has jurisdiction with respect 
thereto. Estimated expenses to be in¬ 
curred in connection with the proposed 
transactions are to be filed by amend¬ 
ment. 

Notice is further given that any inter¬ 
ested person may, not later than Feb¬ 
ruary 4, 1966. request in writing that a 
hearing be held on such matter, stating 
the nature of his interest, the reasons 
for such request, and the issues of fact 
or law raised by said joint application- 
declaration which he desires to contro¬ 
vert; or he may request that he be noti¬ 
fied if the Commission should order a 
hearing thereon. Any such request 
should be addressed: Secretary, Securi¬ 
ties and Exchange Commission, Wash¬ 
ington, D.C., 20549. A copy of such re¬ 
quest should be served personally or by 
ma*l (airmail if the person being served 
is located more than 500 miles from the 
point of mailing) upon the applicants- 
declarants at the above-stated address, 
and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) 
should be filed contemporaneously with 
the request. At any time after said date, 
the joint application-declaration, as filed 
or as it may be amended, may be granted 
and permitted to become effective as pro¬ 
vided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, 
or the Commission may grant exemption 
from such rules as provided in Rules 20 
(a) and 100 thereof or take such other 
action as it may deem appropriate. 

For the Commission (pursuant to dele¬ 
gated authority). 

[seal] Orval L. DuBois. 

Secretary. 

[P.R. Doc. 66-531; Filed, Jan. 17, 1966; 

8:45 a.m.J 


[01-49] 

SKAGIT VALLEY TELEPHONE CO. 

Order Postponing Hearing 

January 12,1966. 

Skagit Valley Telephone Co., Mount 
Vernon, Wash., having applied to the 
Securities and Exchange Commission for 
exemption from the registration require¬ 
ments of section 12(g) of the Securities 
Exchange Act of 1934, and a hearing on 
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said exemption application being sched¬ 
uled for January 17,1966; 

Counsel for said applicant and for 
Telephones, Inc., having requested that 
the hearing be further postponed to 
allow additional time for negotiations 
between counsel and the Commission’s 
staff, ‘'the results of which may very well 
either shorten and/or simplify this pro¬ 
ceeding;” 

It is ordered. That the hearing is here¬ 
by postponed to February 7, 1966, at 
10 a.m., in the Commission’s Washington 
Office. 

For the Commission (pursuant to dele¬ 
gated authority). 

[seal] Orval L. DuBois, 

Secretary. 

IF.R. Doc. 66-532; Filed, Jan. 17. 1966; 
8:45 a.m.J 

SMALL BUSINESS 
ADMINISTRATION 

| Declaration of Disaster Area 5601 

ALASKA 

Declaration of Disaster Area 

Whereas, it has been reported that 
during the month of January 1966, be¬ 
cause of the effects of certain disasters, 
damage resulted to residences and busi¬ 
ness property located in the State of 
Alaska; 

Whereas, the Small Business Adminis¬ 
tration has investigated and has received 
other reports of investigations of con¬ 
ditions in the area affected; 

Whereas, after reading and evaluating 
reports of such conditions, I find that the 
conditions in such area constitute a 
catastrophe within the purview of the 
Small Business Act, as amended. 

Now, therefore, as Executive Admin¬ 
istrator of the Small Business Adminis¬ 
tration, I hereby determine that: 

1. Applications for disaster loans 
under the provisions of section 7(b) (1) 
of the Small Business Act, as amended, 
may be received and considered by the 
Office below indicated from persons or 
firms whose property, situated in the 
aforesaid areas adjacent thereto, suffered 
damage or destruction resulting from a 
fire and accompanying conditions oc¬ 
curring on or about January 2, 1966. 

Office 

Small Business Administration Regional 
Office, 304 Loussac-Sogn Building, Fifth 
and D Streets, Anchorage. Alaska. 

2. Applications for disaster loans 
under the authority of this Declaration 
will not be accepted subsequent to 
July 31, 1966. 

Dated: January 5, 1966. 

Ross D. Davis, 
Executive Administrator. 

(Fit. Doc. 66-535; Filed, Jan. 17, 1966; 
8:45 am.j 
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(Delegation of Authority No. 30 (Houston, 
Tex.) Region] 

SOUTHWESTERN AREA 

Delegation of Authority to Conduct 
Program Activities in Houston Re¬ 
gional Office 

1. Pursuant to the authority delegated 
to the Regional Director by Delegation of 
Authority No. 30-6 (Revision 1), (Dallas. 
Tex.), 30 Fit. 17185, dated 12-31-65, the 
following authority is hereby redelegated 
to the Chief, Financial Assistance Divi¬ 
sion: 

A. Financial assistance. 1. To ap¬ 
prove business and disaster loans not ex¬ 
ceeding $350,000. (SBA share). 

2. To decline business and disaster 
loans of any amount. 

3. To disburse approved loans. 

4. To enter into business loan and dis¬ 
aster loan participation agreement with 
banks. 

5. To execute Loan Authorizations for 
Washington approved loans and for loans 
approved in the Area Office and under 
delegated authority, said execution to 
read as follows: 

(Name), Administrator , 

By.-.-. 

(Name) 

Chief, Financial Assistance Division, 
(City) 

6. To cancel, reinstate, modify and 
amend authorizations for business or dis¬ 
aster loans. 

7. To extend the disbursement period 
on all loan authorizations or undisbursed 
portions of loans. 

8. To approve, when requested, in ad¬ 
vance of disbursement, conformed copies 
of notes and other closing documents; 
and certify to the participating bank that 
such documents are in compliance with 
the participation authorization. 

9. To approve service charges by par¬ 
ticipating bank not to exceed 2 percent 
per annum on the outstanding principal 
balance of construction loans and loans 
involving accounts receivable and inven¬ 
tory financing. 

10. To take all necessary actions in 
connection with the administration, serv¬ 
icing, collection and liquidation of all 
loans and other obligations or assets, 
including collateral purchased; and to do 
and perform and to assent to the doing 
and performance of, all and every act 
and tiring requisite and proper to effec¬ 
tuate the granted powers, including with¬ 
out limiting the generality of the fore¬ 
going: 

a. The assignment, endorsement, 
transfer and delivery (but in all cases 
without representation, recourse or war¬ 
ranty) of notes, claims, bonds, deben¬ 
tures, mortgages, deeds of trust, con¬ 
tracts, patents and applications therefor, 
licenses, certificates of ctock and of de¬ 
posit, and any other liens, powers, rights, 
charges on and interest in or to property 
of any kind, legal and equitable, now or 
hereafter held by the Small Business Ad¬ 
ministration or its Administrator; 
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b. The execution and delivery of con¬ 
tracts of sale or of lease or sublease, 
quit-claim, bargain and sale or special 
warranty deeds, bills of sale, leases, sub¬ 
leases, assignments, subordinations, re¬ 
leases (in whole or part) of liens, satis¬ 
faction pieces, affidavits, proofs of claim 
in bankruptcy or other estates and such 
other instruments in writing as may be 
appropriate and necessary to effectuate 
the foregoing. 

c. The approval of bank applications 
for use of liquidity privilege under the 
loan guaranty plan. 

B. Eligibility determinations. To de¬ 
termine eligibility of applicants for fi¬ 
nancial assistance in accordance with 
Small Business Administration standards 
and policies. 

C. Size determinations. To make ini¬ 
tial size determinations in all financial 
assistance cases within the meaning of 
the Small Business Size Standards Regu¬ 
lations, as amended, and further, to 
make product classification decisions for 
financial assistance purposes only. 

n. The above authority cannot be re- 
delegated. 

ttt All authority delegated herein may 
be exercised by any Small Business Ad¬ 
ministration employee designated as 
Acting Chief, Financial Assistance Di¬ 
vision. 

Effective date: January 10,1966. 

[seal] Donald D. Grose, 

Regional Director . SB A, 
Southwestern area, Houston , Tex . 

[F.R. Doc. 66-536; Filed. Jan. 17, 1966; 

8:45 a.m.J 

INTERSTATE COMMERCE 
COMMISSION 

[Notice 116] 

MOTOR CARRIER TEMPORARY 
AUTHORITY APPLICATIONS 

January 13,1966 
The following are notices of filing 
applications for temporary authority 
under section 210a(a) of the Interstate 
Commerce Act provided for under the 
new rules in Ex Parte No. MC 67 (49 
CFR Part 240), published in the Federal 
Register, issue of April 27, 1965, effec¬ 
tive July 1, 1965. These rules provide 
that protests to the granting of an ap¬ 
plication must be filed with the field offi¬ 
cial named in the Federal Register pub¬ 
lication, within 15 calendar days after 
the date notice of the filing of the ap¬ 
plication is published in the Federal 
Register. One copy of such protests 
must be served on the applicant, or its 
authorized representative, if any, and 
the protests must certify that such serv¬ 
ice has been made. The protest must 
be specific as the service which such 
protestant can and will offer, and must 
consist of a signed original and six (6) 
copies. 

A copy of the application is on file, and 
can be examined, at the Office of the 
Secretary, Interstate Commerce Com¬ 


mission, Washington, D.C., and also in 
the field office to which protests are to be 
transmitted. 

Motor Carriers of Property 

No. MC 27144 (Sub-No. 4 TA), filed 
January 10, 1966. Applicant: MASSE- 
LINK BROTHERS TRUCKING SERV¬ 
ICE, INC., 901 Freeman Street SW., 
Grand Rapids, Mich. Applicant’s repre¬ 
sentative: Ronald R. Pentecost, 1400 
Michigan National Tower. Lansing, 
Mich., 48933. Authority sought to oper¬ 
ate as a common carrier, by motor ve¬ 
hicle, over irregular routes, transport¬ 
ing: General commodities (except those 
of unusual value, class A and B explo¬ 
sives and household goods as defined by 
the Commission), between Grand Rapids, 
Mich., on the one hand, and, on the 
other, points within 60 miles thereof, but 
not including Lansing, Mich., for 180 
days. Restricted: To having an immed¬ 
iately prior or immediately subsequent 
movement by rail carrier, and carrier 
shall not serve any point not a station 
on the rail line of the Chesapeake and 
Ohio Railway Co. Supporting shippers: 
John Thomas Batts, Inc., Zeeland, 
Mich., 49464; Shaw Walker, Muskegon, 
Mich.. 49443; Hupp Corp., Gibson Re¬ 
frigerator Division. 515 Gibson Drive, 
Greenville, Mich., 48838. Send protests 
to: C. R. Fleming. District Supervisor. 
Bureau of Operations and Compliance, 
Interstate Commerce Commission. 221 
Federal Building, Lansing, Mich., 48933. 

No. MC 42487 (Sub-No. 642 TA), filed 
January 10, 1966. Applicant: CON¬ 

SOLIDATED FREIGHTWAYS COR¬ 
PORATION OF DELAWARE. 175 Lin- 
field Drive, Menlo Park, Calif., 94025. 
Applicant's representative: V. S. Tyler 
(same address as above). Authority 
sought to operate as a common carrier , 
by motor vehicle, over irregular routes, 
transporting: Wine , in bulk, in tank ve¬ 
hicles, from Asti, Clovis, and Madera, 
Calif., to Minneapolis, Minn., and 
Chicago, Ill.; Brandy, in bulk, in tank 
vehicles, from Clovis and Madera, Calif., 
to Minneapolis, Minn., and Chicago. HI.; 
and Brandy, in bulk, in tank vehicles, 
from Asti, Calif., to Chicago, HI., 150 
days. Supporting shipper: United Vint¬ 
ners, Inc., Post Office Box 77085. San 
Francisco. Calif.. 94107. Send protests 
to: Wm. R. Murdoch, District Supervisor, 
Bureau of Operations and Compliance, 
Interstate Commerce Commission, 450 
Golden Gate Avenue, Box 36004, San 
Francisco, Calif., 94102. 

No. MC 102616 (Sub-No. 779 TA). filed 
January 10,1966. Applicant: COASTAL 
TANK LINES, INC., 501 Grantley Road, 
York, Pa. Applicant's representative: 
Samuel E. Smith (same address as 
above). Authority sought to operate as 
a common carrier, by motor vehicle, over 
irregular routes, transporting: Petroleum 
products, in bulk, in tank vehicles, from 
Toledo, Ohio, to Rochester, N.Y., Hunt¬ 
ington, W. Va., and New Eagle and 
Jeannette, Pa., for 180 days. Support¬ 
ing shipper: American Mineral Spirits 
Co., a division of Union Oil Co. of Cali¬ 
fornia, Murray Hill, N.J., 07971. Send 
protests to: Robert W. Ritenour, District 


Supervisor, Bureau of Operations and 
Compliance, Interstate Commerce Com¬ 
mission, 218 Central Industrial Building, 
100 North Cameron Street, Harrisburg, 
Pa., 17101. 

No. MC 111729 (Sub-No. 128 TA). filed 
January 10, 1966. Applicant: AR¬ 

MORED CARRIER CORPORATION. 
222-17 Northern Boulevard, De Bevoise 
Building, Bayside, N.Y., 11361. Appli¬ 
cant's representative: J. K. Murphy 
(same address as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: (1) Radiopharmaceuticals 
(radioactive drugs), from Cleveland, 
Ohio, to points in West Virginia; Lake. 
Porter. La Porte and Starke Counties, 
Ind.; and points in Indiana lying in and 
east of Brown, Cass, Fulton, Hamilton, 
Harrison, Howard, Jackson, Johnson, 
Marion, Marshall, St. Joseph, Tipton, 
and Washington Counties, Ind.; points 
in New York lying in and west of Oswego, 
Onondaga, Cortland, and Broome Coun¬ 
ties, N.Y.; points in Pennsylvania lying 
in and west of Clinton, Centre, Fulton, 
Huntingdon, Lycoming, and Tioga Coun¬ 
ties, Pa.; points in Allegany, Garrett, and 
Washington Counties, Md.; and points in 
the Lower Peninsula of Michigan; (2) 
auto and truck seat covers, fender and 
seat protection covers, auto trim and 
glass protection covers, cutting and sew¬ 
ing products and auto, truck and tractor 
paints, rubber mats and cool cushions, 
limited to shipments weighing a maxi¬ 
mum of 75 pounds per shipment, be¬ 
tween Cincinnati, Ohio, on the one hand, 
and, on the other, points in Indiana, 
Kentucky, Michigan, West Virginia, and 
Pennsylvania; (3) exposed and processed 
film and prints, complimentary replace¬ 
ment film, incidental dealer handling 
supplies consisting of labels, envelopes 
and packaging materials , and advertis¬ 
ing literature moved therewith (exclud¬ 
ing motion picture film used primarily 
for commercial theater and television 
exhibition), (a) between Indianapolis, 
Ind., on the one hand, and, on the other, 
Champaign and Springfield, Ill.; Kala¬ 
mazoo, Mich.; and Cincinnati, Colum¬ 
bus, and Dayton, Ohio; (b) between 
Chicago, HI., and Davenport, Iowa; (c) 
between Aurora, Ill., and Jefferson City, 
Mo.; between St. Louis, Mo., and Jeffer¬ 
son City, Mo.; (d) from Hannibal, Mo., 
to Jacksonville, Ill.; (e) between Ham¬ 
mond, Ind., and Moline, Ill.; (f) between 
Philadelphia, Pa., on the one hand, and, 
on the other, Albany, Binghamton. 
Buffalo, Corning, Elmira, Endicott, 
Ithaca, Jamestown, Johnson City, Lake- 
wood, Oneonta, Port Jervis, Syracuse 
and Utica, N.Y.; (g) between points in 
New Haven County, Conn., on the one 
hand, and, on the other, points in Hamp¬ 
den and Suffolk Counties, Mass. 

(4) Audit and accounting media of all 
kinds, payroll data and payroll checks, 
and sales and advertising pamphlets, (a) 
between Anderson, Ind., and Cincinnati, 
Ohio; (b) between Chicago. HI., on the 
one hand, and, on the other, Plover and 
Waukesha, Wis.; (c) between Indian¬ 
apolis, Ind., and Danville, Ill.; (d) be¬ 
tween Cincinnati, Ohio, on the one hand, 
and, on the other, Lexington and Louis- 
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ville, Ky.; (e) between Columbus, Ohio, 
on the one hand, and, on the other, points 
in Boyd, Clark, Estill. Payette, Franklin, 
Harrison, Montgomery, Scott, and Wood¬ 
ford Counties, Ky.; and points in Cabell. 
Greenbrier, Jackson, Kanawha, Logan, 
Mason, Mercer, Mingo, Raleigh, and 
Wayne Counties, W. Va.; (f) between 
Cedar Rapids, Iowa, on the one hand, 
and, on the other, points in Henry and 
Rock Island Counties, Ill.; (g) between 
Baltimore, Md., on the one hand, and, on 
the other, Washington, D.C.; Wilming¬ 
ton. Del.; Alexandria. Richmond, and 
Suffolk, Va., and points in Arlington and 
Prince William Counties, Va.; and, be¬ 
tween Toledo, Ohio, and Boyers, Pa., for 
180 days. Supporting shippers: There 
are 18 supporting statements attached to 
the application, which may be examined 
here at the Interstate Commerce Com¬ 
mission, in Washington, D.C., Send 
protests to: E. N. Carignan, District Su¬ 
pervisor. Bureau of Operations and Com¬ 
pliance, Interstate Commerce Commis¬ 
sion, 346 Broadway, New York, N.Y., 
10013. 

No. MC 127832 TA, filed January 10, 
1966. Applicant: C & S TRANSFER, 
INC., Post Office Box 5249. Applicant's 
representative: Wm. Addams, Sixth 
Floor, 1776 Peachtree Street Building, 
Atlanta, Ga. Authority sought to oper¬ 
ate as a contract carrier , by motor ve¬ 
hicle, over irregular routes, transport¬ 
ing: Foodstuff, fresh, frozen and canned 
and supplies and equipment used in the 
operation of cafeterias and restaurants, 
between Macon, Ga.; Aiken, Charleston, 
Columbia, Greenville, and Walterboro, 
S.C.; Bradenton, Clearwater, Daytona 
Beach, Jacksonville, Ormond Beach, St. 
Petersburg, Tampa, West Palm Beach, 
and Winter Park, Fla., for 180 days. 
Supporting shipper: State Wholesale 
Food, Inc., 507 Fifth Street, Macon, Ga. 
Send protests to: William L. Scroggs, 
District Supervisor, Bureau of Oper¬ 
ations and Compliance, Interstate Com¬ 
merce Commission, 680 West Peachtree 
Street NW, Room 300, Atlanta. Ga. 
30308. 

By the Commission. 

I seal] H. Neil Garson, 

Secretary. 

|P.R. Doc. 66-543; Piled, Jan. 17. 1966; 
8:46 a.m.] 

(Section 5a Application No. 33; (Arndt. 6)] 

CENTRAL STATES MOTOR COMMON 
CARRIERS 

Application for Approval of 
Amendment to Agreement 

January 13, 1966. 

The Commission is in receipt of an 
application in the above-entitled and 
numbered proceeding for approval of 
amendments to the agreement therein 
approved under the provisions of sec¬ 
tion 5a of the Interstate Commerce Act. 
Filed, December 29, 1965. by John W. Mc- 

Fadden, Jr., attorney for applicants, 316 

East Ohio Street, Chicago, Ill., 60611. 

Amendments involved: Change the 
agreement so as to (1) reduce the period 


NOTICES 

for termination of memberships from 
60 to 30 days, (2) provide that the chair¬ 
man may not vote to break a tie vote, 

(3) provide for selection of alternate 
members of the standing rate committee, 

(4) establish procedures for reconsider¬ 
ation by the standing rate committee of 
its recommendations and permit that 
committee to refer certain proposals di¬ 
rectly to the Central Committee, and (5) 
clarify and eliminate certain provisions 
applicable to independent actions. 

The application may be inspected at 
the office of the Commission in Washing¬ 
ton, D.C. - 

Any interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commis¬ 
sion in writing so to do within 20 days 
from the date of this notice. As pro¬ 
vided by the General Rules of Practice 
of the Commission, persons other than 
applicants should fairly disclose their 
interest, and the position they intend to 
take at the hearing with respect to the 
application. Otherwise the Commission, 
in its discretion, may proceed to investi¬ 
gate and determine the matters involved 
in such application without further or 
formal hearing. 

By the Commission, division 2. 

f seal 1 H. Neil Garson, 

N Secretary. 

[F.R. Doc. 66-544; Filed, Jan. 17, 1966; 

8:46 ajn.j 


(No. 34661 *J 

MIDDLEWEST MOTOR FREIGHT 
BUREAU CARRIERS 

Sorting or Segregating of Shipments 

Present: Howard Freas, Commissioner, 
to whom these matters have been as¬ 
signed for action thereon. 

It appearing, that on December 7,1965, 
the Commission entered an order in No. 
34661 and No. 34661 (Sub-Nos. 1, 2, 3, 
and 4) assigning said matters for hearing 
and directing special procedure; 

It further appearing, that by orders 
dated December 8. 9, 15. and 16, 1965, in 
No. 34661 (Sub-Nos. 6, 7. 9, and 10), re¬ 
spectively, the Commission broadened 
the investigation to include additional 
territories and/or carriers with a view to 
making such findings and orders in the 
premises as the facts and circumstances 
shall warrant; 

It further appearing, that upon con¬ 
sideration of the record, the proceedings 
in No. 34661 (Sub-Nos. 6, 7, 9, and 10) 
are matters that should be referred to a 
hearing examiner for hearing and for 
the recommendation of an appropriate 
order thereon; 

And it further appearing, that the spe¬ 
cial procedure as outlined in the Com- 


1 This order also embraces Nos. 34661 (Sub- 
No. 1). Sorting or Segregation of Shipments, 
Northeastern States; 34661 (Sub-No. 2), 
Sorting or Segregation of Shipments. East¬ 
ern and Central States; and 34661 (Sub-Nos. 
3, 4, 6, 7, 9, and 10), Sorting or Segregation 
of Shipments, Various States. 


591 

mission’s order dated December 7. 1965. 
should be followed in all respects except 
the date of January 10, 1966, when the 
respondents and any interested party in 
support thereof are to file their prepared 
testimony with the Commission and 
serve a copy of such testimony upon all 
parties to the proceedings, such date 
being amended to January 24, 1966; and 
for good cause shown: 

It is ordered. That the proceedings in 
No. 34661 (Sub-Nos. 6, 7. 9, and 10) be. 
and they are hereby, referred to Hearing 
Examiner George A. Dahan for hearing 
on February 15, 1966, at the Offices of 
the Interstate Commerce Commission, 
Washington, D.C., commencing at 9:30 
o’clock a.m., U.S. standard time, and for 
recommendation of an appropriate order 
thereon, accompanied by the reasons 
therefor. 

It is further ordered, That the Com¬ 
mission’s order dated December 7, 1965, 
which, among other things, directed 
special procedure be, and it is hereby, 
amended insofar as the date of January 
10, 1966, is changed to January 24, 1966, 
for respondents and any interested party 
in support thereof to file with the Com¬ 
mission their prepared testimony and 
serve a copy thereof upon all parties to 
the proceedings. In all other respects the 
Commission’s order dated December 7, 
1965, remains in full force and effect. 

It is further ordered. That a copy of 
this order be delivered to the Director, 
Office of Federal Register, for publication 
in the Federal Register as notice to all 
parties. 

And it is further ordered. That, to avoid 
future unnecessary service upon those 
respondents who, although participating 
carriers in the tariff schedules which 
are the subject of investigation herein, 
are not actively interested in the outcome 
of such investigation, subsequent serv¬ 
ice on respondents herein of notices and 
orders of the Commission will be limited 
to those respondents who: 

(1) Have been identified by name in 
the order or orders of investigation 
herein, 

(2) Specifically make written request 
to the Secretary of the Commission to be 
included on the service list, or 

(3) Have appeared at a healing. 

Dated at Washington, D.C., this 3d 
day of January, A.D. 1966. 

By the Commission, Commissioner 
Freas. 

[seal! h. Neil Garson, 

Secretary . 

The following Is a list of the presently 
known parties of record: 

Jacob P. Billlg, 

Todd, Dillon, Sullivan & Raley, 

1825 Jefferson Place NW., 

Washington, D.C., 20036. 

W. L. Bridges, 

Middlewest Motor Freight Bureau, 

Post Office Drawer 647, 

Kansas City, Mo., 64141. 

John M. Cleary, 

The National Industrial Traffic League. 

700 Brawner Building, 

888 17th Street NW., 

Washington, D.C.. 20006. 
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Collier A Shannon. 

1625 T Street NW., 

Washington. D.C., 20006. 

G. E. Curd. 

The American Tobacco Co.. 

150 East 42d Street. 

New York, N.Y.. 10017. 

Fred H. Flgge. 

Beaver Transport Co.. 

Calumet Street, 

Post Office Box 339, 

Burlington, Wis., 53105. 

Robert R. Ginn, 

Southern Motor Carriers Rate Conference, 
1307 Peachtree Street NE., 

Post Office Box 7347, Station C, 

Atlanta. Ga.. 30309. 

Joseph W. Harvey. 

Midwest Coast Transport. Inc.. 

Post Office Box 747, 

Sioux Falls, S. Dak., 57101. 

Thomas F. Kilroy, 

1815 H Street NW., 

Washington, D.C. 

M. A. Lahee, 

Ziffrin Truck Lines, Inc., 

1120 South Division Street, 

Indianapolis, Ind., 46221. 

C. A. Lando. 

The Eastern Industrial Traffic League, 

99 Park Avenue, 

New York, N.Y. 

Gerard J. Maloney. 

c/o Gering Plastics Co., a Department of 
Monsanto Co., 

200 North 7th Street. 

Kenilworth, N.J. 

John J. C. Martin. 

American Home Products Corp., 

685 Third Avenue, 

New York, N.Y.. 10017. 


John W. McFadden, Jr., 

Central States Motor Freight Bureau, Inc., 
316 East Ohio Street, 

Chicago. IU.. 60611. 

John C. McIntyre. 

Textile Motor Freight. Inc., 

Post Office Box 7. 

Ellerbe, N.C., 28338. 

Harry Menaker, 

American Home Foods, 

685 Third Avenue. 

New York, N.Y.. 10017. 

George D. Michalson. 

Middlewest Motor Freight Bureau. 

Post Office Drawer 647. 

Kansas City, Mo., 64141. 

Bryant H. Minard, 

819 Union Avenue. 

Pennsauken. N.J. 

David B. Porter, 

California Packing Corp., 

215 Fremont Street. 

San Francisco, Calif. 

Guy H. Postell, 

Southern Motor Carriers Rate Conference. 
Post Office Box 7347. Station C. 

Atlanta. Ga.. 30309. 

James H. Powers, 

James H. Powers, Inc., 

Melbourne. Iowa. 

Robert F. Rod a. 

Eastern Central Motor Carriers Association, 
Inc., 

Post Office Box 3600, 

Akron, Ohio, 44310. 

J. A. Royal. 

Middle Atlantic Conference, 

Post Office Box 10213, 

Washington, D.C., 20018. 

Willis D. Shaw. 

Willis Shaw Frozen Express. Inc.. 

Elm Springs. Ark. 


Kenneth Subler, 

President, 

Subler Transfer, Inc., 

East Main Street. 

Versailles. Ohio. 

(FJR. Doc. 66-545; Filed, Jan. 17, 1966; 
8:46 am.J 


EUGENE S. ROOT 

Statement of Changes in Financial 
Interests 

Pursuant to subsection 302(c), Part 
m. Executive Order 10647 (20 F.R. 8769) 
“Providing tor the Appointment of Cer¬ 
tain Persons under the Defense Produc¬ 
tion Act of 1950, as amended,” I hereby 
furnish for filing with the Office of the 
Federal Register for publication in the 
Federal Register the following informa¬ 
tion showing any changes in my financial 
interests and business connections as 
heretofore reported and published (20 
F.R. 10086; 21 F.R. 3475; 21 F.R. 9198; 

22 F.R. 3777; 22 F.R. 9450; 23 F.R. 3798; 

23 F.R. 9501; 24 F.R. 4187; 24 F.R. 9502; 
25 FR. 102; 26 F.R. 1693; 26 F.R. 6405; 
27 F.R. 648; 27 F.R. 6409; 28 F.R. 197; 28 
F.R. 7060; 29 F.R. 1675; 29 F.R. 981; 30 
F.R. 1073; and 30 F.R. 9342) for the pe¬ 
riod from July 1,1965, through December 
31,1965. 

Resigned as Director of Erie Lackawanna 
Railroad Co. 

Dated: January 7, 1966. 

Eugene S. Root. 

(F.R. Doc. 66-537; Filed, Jan. 17, 1966; 
8:45 a.m.] 
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Title 41—PUBLIC CONTRACTS 
AND PROPERTY MANAGEMENT 

Chapter 18—National Aeronautics 

and Space Administration Procure¬ 
ment Regulations 

MISCELLANEOUS AMENDMENTS 

The following contains miscellaneous 
revisions to Parts 18-1, 18-2, 18-3, 18—4, 
18-5, 18-6, 18-7, 18-8, 18-9. 18-10, 18-11, 
18-12. 18-13, 18-14, 18-15, 18-16, 18-51, 
18-52, and appendix G. 

Section 18-1.109-3 revised in its en¬ 
tirety. 

§ 18-1.109-3 Requests for deviations. 

Requests for authority to deviate from 
the provisions of this chapter and other 
procurement publications shall be sub¬ 
mitted to the Office of Procurement 
(Code KDR). Such requests shall be 
signed by the Procurement Officer of a 
field installation (or the Director in the 
case of the Headquarters Contracts Di¬ 
vision and the Grants and Research Con¬ 
tracts Division) or his deputy. Such 
requests shall be submitted as far in ad¬ 
vance as the exigencies of the situation 
will permit. Each request for a devia¬ 
tion shall contain the following: 

(a) A clear statement of the deviation 
desired; 

(b) The reasons the deviation is con¬ 
sidered necessary or would be in the best 
interest of the Government; 

(c) The name of the contractor and 
identification of the contract affected; 

(d) A statement as to whether the de¬ 
viation has been requested previously, 
and, if so, circumstances of the previous 
request; and 

(e) Any pertinent background infor¬ 
mation which will contribute to a full 
understanding of the desired deviation. 

An information copy of each request for 
deviation shall be furnished the cog¬ 
nizant Institutional Director. 

Section 18-1.113 revised in its entirety. 
§ 18—1.113 Code of conduct. 

§ 18-1.113-1 Government personnel. 

(a) A number of Federal statutes pro¬ 
hibit certain acts by Government per¬ 
sonnel and special Government em¬ 
ployees as defined in 18 U.S.C. 202 in 
relation to procurement activities for 
the Government. Among these statutes 
are the following; (1) 18 U.S.C. 201 re¬ 
lating to bribes in order to secure a Gov¬ 
ernment contract; (2) 18 U.S.C. 203 
relating to compensation for services 
rendered in connection with any pro¬ 
ceeding or claim in which the United 
States has an interest; (3) 18 UJS.C. 205 
relating to acting as an agent or attor¬ 
ney for prosecuting any claim against 
the United States; (4) 18 U.S.C. 208 re¬ 
lating to transacting business as an offi¬ 
cer or agent of the United States with 
firms of which such officer or agent, his 
spouse, minor child, or partner is an 
official or in w T hich he has a pecuniary 
interest; and (5) 18 U.S.C. 209 relating 
to compensation from non-Govemment 
sources in connection with Government 
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services. These statutory prohibitions, 
and their application to NASA personnel 
are discussed in NASA Management In¬ 
struction 1910.1 “Conflict of Interest 
Statutes”, NASA Management Instruc¬ 
tion 1930.1 “Gifts and Gratuities”, and 
NASA Management Instruction 1940.1 
“Financial Interests and Investments”. 

All NASA personnel involved in pro¬ 
curement actions shall become familiar 
with these statutory prohibitions. Any 
questions concerning them shall be re¬ 
ferred to legal counsel. In addition to 
criminal penalties, the statutes provide 
that transactions entered into in viola¬ 
tion of these prohibitions are voidable 
(18 U.S.C. 218). 

(b> Aside from such statutory pro¬ 
hibitions. as set forth in paragraph (a) 
of this section, procurement personnel 
shall maintain the highest standards of 
conduct in connection with dealings on 
behalf of the Government. Such con¬ 
duct must at all times be beyond re¬ 
proach and must be such that each 
individual involved in NASA procure¬ 
ment activities would have no reticence 
in making a full public disclosure of all 
actions taken in connection with such 
activities. 

§ 18—1.113—2 Organizational conflicts of 
interest. 

(a) NASA Management Manual In¬ 
struction 3-3-16, dated December 9,1963. 
Subject: Avoiding Conflict-of-interest 
Situations in the Placing of NASA Con¬ 
tracts, is set forth in this chapter as 
appendix G. 

(b) Appendix G provides guidelines 
for avoiding situations where the plac¬ 
ing of a contract may give rise to con¬ 
flicts of interest and describes examples 
of various organizational conflicts of in¬ 
terest which might come into being and 
methods for avoidance of such conflicts. 
It provides that action must be taken to 
avoid placing a contractor in a position 
where his judgment might be biased or 
where he would have an unfair competi¬ 
tive advantage within the scope and in¬ 
tent of the rules. All prospective con¬ 
tractors, in such situations, will be ad¬ 
vised of the extent of applicability of 
these rules by a notice in solicitations 
and by a clause in resulting contracts. 
Such clause shall spell out the specific 
extent of any future restrictions on the 
contractor which are imposed by the con¬ 
tract. A standard form of notice for use 
in solicitations or contract clause is not 
prescribed in this Regulation since such 
notices in solicitations and contract 
clauses must be adapted to apply the 
principle of these rules to the specific 
facts of each contractual situation. The 
rules for avoidance of organizational 
conflict, as such, do not impose any con¬ 
tractual obligation on the contractor. 
Such obligation is imposed only by the 
contract clause designed to cany out 
such rules. The contracting officer shall 
not impose restrictions on any contractor 
in reliance on these rules in the absence 
of a specific contractual agreement with 
the contractor, without the approval of 
the Head of the Field Installation. Con¬ 
tracting officers will forward to the Of¬ 
fice of Procurement (Code KDP) a copy 


of each such notice included in solicita¬ 
tions and clause incorporated in con¬ 
tracts. 

Section 18-1.114(a) revised. 

(a) General. Executive Order 10936 
dated April 24, 1961, as implemented by 
the Department of Justice, requires a 
report to be submitted to the Attorney 
General on each formally advertised pro¬ 
curement (including small business re¬ 
stricted advertising) over $10,000 which 
involves identical bids. 

Section 18-1.115(a) Clause “Certificate 
of Noncollusion (October 1963)” revised. 

Certificate of Independent Price 
Determination (June 1964) 

(a) By submission of this bid or proposal, 
each bidder or offeror certifies, and in the 
case of a Joint bid or proposal, each party 
thereto certifies as to Its own organization, 
that in connection with this procurement: 

(1) the prices in this bid or proposal have 
been arrived at independently, without con¬ 
sultation, communication, or agreement, for 
the purpose of restricting competition, as 
to any matter relating to such prices with 
any other bidder or offeror or with any com¬ 
petitor; 

(2) unless otherwise required by law, the 
prices which have been quoted in this bid 
or proposal have not been knowingly dis¬ 
closed by the bidder or offeror and will not 
knowingly be disclosed by the bidder or of¬ 
feror prior to opening, in the case of a bid, 
or prior to award, in the case of a proposal, 
directly or indirectly to any other bidder or 
offeror or to any competitor; and 

(3) no attempt has been made or wlU be 
made by the bidder or offeror to Induce any 
other person or firm to submit or not to sub¬ 
mit a bid or proposal for the purpose of 
restricting competition. 

(b) Each person signing this bid or pro¬ 
posal certifies that: 

(1) he is the person in the bidder’s or 
offeror’s organization responsible within that 
organization for the decision as to the prices 
being bid or offered herein and that he has 
not participated, and wUl not participate, in 
any action contrary to (a) (1) through (a) (3) 
above; or 

(2) (a) he is not the person in the bidder’s 
or offeror’s organization responsible within 
that organization for the decision as to the 
prices being bid or offered herein but that 
he has been authorized in writing to act as 
agent for the persona responsible for such 
decision in certifying that such persons have 
not participated, and will not participate, in 
any action contrary to (a) (1) through (a)(3) 
above, and as their agent does hereby so 
certify; and (b) he has not participated, 
and will not participate, in any action con¬ 
trary to (a)(1) through (a)(3) above. 

(c) This certification is not applicable to 
a foreign bidder or offeror submitting a bid 
or proposal for a contract which requires 
performance or delivery outside the United 
States, its possessions, and Puerto Rico. 

(d) A bid or proposal will not be consid¬ 
ered for award where (a)(1), (a)(3), or (b) 
above has been deleted or modified. Where 
(a)(2) above has been deleted or modified, 
the bid or proposal will not be considered 
for award unless the bidder or offeror fur¬ 
nishes with the bid or proposal a signed 
statement which sets forth in detail the 
circumstances of the disclosure and the Ad¬ 
ministrator, or his designee, determines that 
such disclosure was not made for the purpose 
of restricting competition. 

Section 18-1.315 (“Security require¬ 
ments”) deleted; new § 18-1.315 (“Pro¬ 
curement of jewel bearings”) added. 
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§ 18—1.315 Procurement of jewel bear¬ 
ings. 

(a) In order to promote the use of 
the mobilization base established at the 
Government-owned Turtle Mountain 
Bearing Plant, Rolla, N. Dak., all pro¬ 
curements of items containing jewel 
bearings shall provide, in the solicita¬ 
tions and resulting contracts, a require¬ 
ment that jewel bearings in the quanti¬ 
ties, and of the types and sizes neces¬ 
sary for the end items to be supplied 
under the contract, be purchased from 
the Turtle Mountain Plant and be in¬ 
corporated in the delivered items, sub¬ 
ject to the criteria provided in para¬ 
graphs (b), (c), and (d) of this section, 
except : 

(1) When quantity requirements, 
quality standards, or delivery require¬ 
ments cannot be satisfied by bearings 
manufactured at the Turtle Mountain 
Plant; 

(2) For purchases of commercial end 
items having jeweled components, and 
the quantities of such end items or com¬ 
ponents are such that the contracting 
officer either knows or reasonably ex¬ 
pects that all such end items or compon¬ 
ents are already manufactured and 
available from the stock of any dealer, 
wholesaler, distributor, or manufacturer; 
or 

(3) For bearings used in Items that 
are to be procured and used outside the 
United States, its possessions, and Puerto 
Rico. 

(b) In order to assure that all bidders 
or offerors are competing on the same 
basis, it is necessary that the solicitation 
for items containing jewel bearings 
clearly state: 

(4) The successful contractor will be 
required to purchase Turtle Mountain 
source bearings at prices established in 
the U.S. Government Jewel Bearing 
Price List then in effect, and to incorpo¬ 
rate such bearings in the items to be 
delivered; and 

(5) Bids or proposals are to be pred¬ 
icated on this requirement. If it 
should occur, after award, that the Tur¬ 
tle Mountain Plant rejects the contrac¬ 
tor’s purchase order entirely or in part, 
the contractor shall be required to so 
notify the contracting officer who will 
effect an equitable adjustment in the 
contract price to reflect any costs or 
savings accruing to contractor by reason 
of any price differential for such bear¬ 
ings, pursuant to the clause of this con¬ 
tract entitled “Changes.” 

<c> To the extent Turtle Mountain 
bearings are fungible with other bear¬ 
ings and it is not practical or would be 
costly to segregate jewel bearing inven¬ 
tories or work in process for items to be 
furnished the Government from that to 
be furnished commercial customers, or 
for other similar reasons, it may be in 
the Government’s interest to waive the 
use requirements at the discretion of the 
contracting officer. No waiver will be 
granted to prospective contractors prior 
to award and no assurance will be given 
Prior to award to any prospective con¬ 
tractors that such waiver will be granted 


after award. Minor inconvenience to 
contractors alone will not satisfy the 
need for demonstrating that the Gov¬ 
ernment’s interests are served by such 
waiver. When the use requirement is 
waived, an equitable adjustment for cost 
savings resulting therefrom shall be 
made. 

(d) In circumstances where a pro¬ 
curement is not exempt from this pro¬ 
cedure but it would be impractical or 
contrary to the Government’s best inter¬ 
est to require actual use of all of the 
Turtle Mountain bearings required to be 
purchased, the contracting officer may 
provide in the solicitation and resulting 
contract that a minimum fixed percent¬ 
age of the total bearings requirements 
be of Turtle Mountain origin, or that 
Turtle Mountain bearings be purchased 
for and used in a certain number of the 
total items to be supplied. 

(e) In all procurements subject to 
these procedures, the following clause is 
required for use: 

Required Source for Jewel Bearings 
(November 1964) 

Jewel bearings required In the perform¬ 
ance of this contract shall be procured from 
the Turtle Mountain Jewel Bearing Plant, 
Rolla, N. Dak., at prices established In the 
Official US. Government Jewel Bearing Price 
List dated (insert latest effective date). 
The Contractor agrees that the delivery dates 
specified for the quantities and types of 
Jewel bearings so ordered will be reasonably 
related to manufacturing schedules and de¬ 
livery requirements of this contract. The 
Contractor agrees to notify the Contracting 
Officer promptly of the rejection of his pur¬ 
chase order In whole or in part by the Turtle 
Mountain Plant and further agrees to an 
equitable adjustment in the contract price 
pursuant to the “Changes” clause of this 
contract to reflect any costs or savings to the 
Contractor resulting from such rejection. 
The Contractor further agrees to Incorporate 
the purchased Turtle Mountain Jewel bear¬ 
ings in tbe items to be delivered under this 
contract. 1 The requirement for use (but 
not the requirement for purchase) of such 
bearings may be waived in the discretion of 
the Contracting Officer when such waiver 
Is determined by him to be In the Govern¬ 
ment’s interest, and where agreement Is 
reached for an equitable adjustment In the 
contract price by reason of such waiver. 

In § 18-1.316, paragraphs (b) and (c), 
revised. 

(b) Requests from foreign govern¬ 
ments should similarly be honored. 
When such information is furnished to 
a foreign government, a copy of the 
request from the foreign government and 
the information furnished will be for¬ 
warded to the Assistant Administrator 
for International Affairs, NASA Head¬ 
quarters. 


1 Where less than total purchase and usage 
of Turtle Mountain bearings is to be re¬ 
quired, substitute “The Contractor" further 
agrees to purchase and incorporate Turtle 
Mountain bearings In items to be delivered 
under this contract equivalent to at least — 
percent of the total quantity of bearings re¬ 
quired to perform this contract. (Percent¬ 
age to be inserted by Contracting Officer.) 
In lieu of a percentage, the clause may refer 
to specific quantities of items listed in the 
schedule for which Turtle Mountain bearings 
must be purchased and used. 


(c) If there is any question as to the 
propriety of divulging the information to 
other Government agencies or to any 
foreign government for any reason, in¬ 
cluding the security aspect, the request 
shall be forwarded to the Director of 
Procurement for consideration, with an 
explanation of the reasons why the re¬ 
lease of such information is questioned. 
The Director of Procurement will, prior 
to approving the release of information, 
obtain the concurrence of: 

(1) The General Counsel; 

(2) The Assistant Administrator for 
International Affairs, if the request for 
information is from a foreign govern¬ 
ment; and 

(3) The Director, Security Division, 
NASA Headquarters, if the information 
appears to Involve a problem of security. 

Section 18-1.320 added. 

§ 18—1.320 Security requirements. 

When NASA contractors or their em¬ 
ployees require access to classified in¬ 
formation, or originate classified infor¬ 
mation, at any stage in the performance 
of NASA contracts, the NASA installation 
shall follow the security procedures set 
forth in NASA Management Instruction 
24-3-1. 

Sections 18-1.351 and 18-1.352 added. 

§ 18—1.351 Procurement of potentially 
hazardous items. 

(a) Many of NASA’s procurements in¬ 
volve items which are potentially hazard¬ 
ous; e.g., squibs used in initiating rocket 
motors. In order to minimize personal 
injury and property damage, it is the 
general policy of NASA to acquire de¬ 
tailed design information and drawings 
for potentially hazardous items for the 
benefit of users of the equipment on 
NASA contracts. 

(b) Any invitation for bids or request 
for proposals involving the procurement 
of potentially hazardous items (see 
§ 18-3.850(a) (2)) shall contain as a 
line item, and the resulting contract 
shall contain as a line item of the sched¬ 
ule, a requirement for the contractor or 
subcontractor to furnish complete design 
information and drawings showing all 
details of construction. Including mate¬ 
rials, for those items or components 
which are designated as potentially 
hazardous. 

(c) The invitation for bids or request 
for proposals and contract shall also 
contain: 

(1) Appropriate provisions concerning 
rights to use the design information, 
data, etc., in accordance with § 18-9.204- 
52, and 

(2) The following clause: 

Potentially Hazardous Items (September 
1964) 

(a) The Contractor agrees to furnish com¬ 
plete design Information and drawings 
showing aU details of construction, includ¬ 
ing materials, for the Items or components 
which are designated in the Schedule of this 
contract as potentially hazardous to em¬ 
ployees and subcontractors who are to per¬ 
form any work in connection with Installing 
such items or components in combination 
with other equipment, or in testing such 
Items or components either alone or In 
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combination with other components, items 
or equipment, or in handling such items or 
components: and to inform such employees 
or subcontractors of the potentially hazard¬ 
ous nature of such Items or components; 
before requesting or directing the perform¬ 
ance of such work. 

(b) The Contractor shall Include this 
clause including this paragraph (b) in each 
subcontract he awards under the contract 
which calls for the manufacture or handling 
of the items or components designated in 
paragraph (a) as potentially hazardous. 

§ 18-1.352 Special considerations in re¬ 
search and development contracts. 

Research and development contracts 
shall, when source selection has been 
substantially predicated upon the pos¬ 
session by a given contractor of special 
capabilities, as represented by either key 
personnel of facilities, contain a sched¬ 
ule setting forth the designated person¬ 
nel and facilities and the following 
clause shall be incorporated in such 
contracts: 

Key Personnel and Facilities (March 1963) 

The personnel and/or facilities specified 
in the schedule attached to this contract are 
considered to be essential to the work being 
performed hereunder. Prior to diverting 
any of the specified individuals or facilities 
to other programs the Contractor shall notify 
the Contracting Officer reasonably in ad¬ 
vance and shall submit Justification (in¬ 
cluding proposed substitutions) in sufficient 
detaU to permit evaluation of the impact on 
the program. No diversion shall be made 
by the Contractor without the written con¬ 
sent of the Contracting Officer: Provided, 
That the Contracting Officer may ratify in 
writing such diversion and such ratification 
shall constitute the consent of the Con¬ 
tracting Officer required by this clause. The 
schedule attached to this contract may. 
with the consent of the contracting parties, 
be amended from time to time during the 
course of the contract to either add or delete 
personnel and/or facilities, as appropriate. 

Section 18-1.603(a) (6) revised. 

(6) Type P includes firms or individ¬ 
uals who have been reported by the Ex¬ 
ecutive Vice Chairman of the President’s 
Committee on Equal Employment Op¬ 
portunity as ineligible for Government 
contracts for noncompliance with (i) the 
Equal Opportunity clause set forth in 
§ 18-12.802-1, or (ii) the Equal Oppor¬ 
tunity in Federally Assisted Construc¬ 
tion Contracts clause set forth in § 18- 

12.802- 2. Firms or individuals under 
Type F listings shall not be awarded con¬ 
tracts or be solicited for bids (see § 18- 
12.806-8^. 

Section 18-1.604-2(c) revised. 

(c) Any other causes affecting re¬ 
sponsibility as a Government contractor 
of such serious and compelling nature as 
may be determined by the Administrator 
to justify debarment: Provided , That no 
firm or individual shall be debarred for 
failure to comply w r ith (1) the Equal 
Opportunity clause set forth in § 18- 

12.802- 1 or (2) the Equal Opportunity 
in Federally Assisted Construction Con¬ 
tracts clause set forth in § 18-12.802-2, 
except as prescribed under 5 18-12.806-8. 


Section 18-1.604-3(a) revised. 

(a) Period of debarment. All debar¬ 
ments by NASA shall be for a reasonable, 
specified period of time, commensurate 
with the seriousness of the cause there¬ 
for. As a general rule, a period of debar¬ 
ment will not exceed 3 years. In the 
event debarment is preceded by suspen¬ 
sion, consideration shall be given to such 
period of suspension in determining the 
period of debarment. Prior to the ex¬ 
piration of the debarment period of any 
firm or individual who has been debarred 
by NASA for any of the causes set forth 
in § 18-1.604-2, the Directors of Procure¬ 
ment will cause all of the facts and cir¬ 
cumstances relating to the debarment to 
be reviewed. The debarment shall be 
removed at the expiration of the specified 
period, unless, on the basis of an evalua¬ 
tion of newly developed facts, it is deter¬ 
mined that debarment for an additional 
period is required in order to protect the 
Government’s interests. Where debar¬ 
ment for an additional period is con¬ 
sidered necessary, notice of the proposed 
debarment shall be furnished the firm 
or individual in accordance writh § 18— 
1.604—4. The debarment of a firm or 
individual may be modified by reducing 
the period thereof when the circum¬ 
stances justify such action. With re¬ 
spect to debarment for violation of the 
(1) Equal Opportunity clause set forth 
in § 18-12.802-1, or (2) the Equal Oppor¬ 
tunity in Federally Assisted Construc¬ 
tion Contracts clause set forth in § 18- 
12.802-2 (Type F), the names of such 
firms or individuals shall be removed 
from the NASA list (§ 18-1.601-1) upon 
receipt of notification from the Execu¬ 
tive Vice Chairman of the President’s 
Committee on Equal Employment Op¬ 
portunity that the eligibility of such 
firms or individuals has been re-estab¬ 
lished. 

Section 18-1.605-3<b) revised. 

(b) Any other causes of such serious 
and compelling nature as may be deter¬ 
mined to justify suspension: Provided , 
That no firm or individual shall be sus¬ 
pended for failure to comply with the 
Equal Opportunity clause set forth In 
§ 18-12.802-1, or the Equal Opportunity 
in Federally Assisted Construction Con¬ 
tracts clause set forth in 5 18-12.802-2, 
except as prescribed under § 18-12.806-8. 

Section 18-1.701-1 (a) (2) (iv) revised. 

(iv) Services industries. For services 
not elsewhere defined in this section, the 
average annual sales or receipts of the 
concern and its affiliates for the preced¬ 
ing 3 fiscal years must not exceed $1 
million ($1,250,000 if located in Alaska). 
Any concern bidding on a contract for 
engineering services or naval architec¬ 
tural services is classified as small if its 
average annual sales or receipts for its 
preceding'3 fiscal years do not exceed $5 
million. 

Section 18-1.5003(b) (4) (ii) revised. 

(ii) Cite the appropriate types and 
places of performance of Government 
quality assurance functions (i.e., quality 
or inspection system evaluation, in- 


process inspection, end-item inspection, 
and acceptance inspection), indicating 
whether their accomplishment shall be 
by the NASA installation or delegated 
agency or both. (See Part 18-14 of this 
chapter for application of NPC 200-1A.) 

Sections 18-1.5003 (c) (6) and 18- 
1.5003(c)(7) revised. 

(6) Ensure that responsibility is as¬ 
signed for performance of Government 
quality assurance functions at suppliers’ 
plants to a NASA installation or to an¬ 
other agency, or both; and 

(7) Notify the contractor, the Gov¬ 
ernment agency, and the assigned repre¬ 
sentatives of the NASA installation as to 
quality assurance functions delegated to 
the Government agency and the func¬ 
tions to be performed by the NASA in¬ 
stallation in accordance with Part 18-14 
of tills chapter. Letters outlining dele¬ 
gated functions shall be specific as to the 
quality assurance effort required, and 
those outlining functions to be performed 
by the NASA installation at plant sites 
shall set forth the duties, responsibilities, 
and authority of installation personnel 
assigned to perform these functions. 

Sections 18-1.5004(b) (2) and 18- 

1.5004(h) revised. 

(2) A statement as to the type and 
extent of Government quality assurance 
functions to be performed by the NASA 
installation and, as applicable, the dele¬ 
gated agency. 

(h) Quality assurance, inspection and 
acceptance. (See Part 18-14 of this 
chapter.) 

Section 18-1.5105(a) (3) revised. 

(3) Review of procurement plans. 
Subparagraph 18-3.852-5(a) (3) provides 
for review by the Deputy Associate Ad¬ 
ministrator for Programing, NASA 
Headquarters, of procurement plans to 
be approved by the Associate Adminis¬ 
trator (where the contract is anticipated 
to exceed $5,000,000). 

Section 18-2.201 (a) (18) revised. 

(18) Pending revision of paragraph 4 
of the Terms and Conditions of the Invi¬ 
tation for Bids on the back of Standard 
Form 30 (October 1957 edition) and 
Standard Form 33 (October 1957 edi¬ 
tion), the following provision shall be 
substituted, as to each form, in lieu of 
the cited paragraph: 

Late Bids and Modifications or 
Withdrawals (March 1964) 

(a) Bids and modifications or withdrawals 
thereof received at the office designated In 
the invitation for bids after the exact time 
set for opening of bids will not be considered 
unless: (i) They are received before award 
is made; and either (U) they are sent by reg¬ 
istered mall, or by certified mail for which 
an official dated post office stamp (postmark) 
on the original Receipt for Certified Mail has 
been obtained, or by telegraph if authorized; 
and it is determined by the Government that 
the late receipt was due solely to delay in 
the mails, or delay by the telegraph com¬ 
pany. for which the bidder was not respon¬ 
sible; or (iii) if submitted by mail (or by 
telegram if authorized). It is determined by 
the Government that the late receipt was 
due solely to mishandling by the Govern- 
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ment after receipt at the Government In¬ 
stallation: Provided , That timely receipt at 
such installation is established upon exami¬ 
nation of an appropriate date or time stamp 
(if any) of such installation, or of other doc¬ 
umentary evidence of receipt at such instal¬ 
lation (if readily available) within the con¬ 
trol of such Installation or of the poet office 
serving it. However, a modification which 
makes the terms of the otherwise successful 
bid more favorable to the Government will be 
considered at any time It i6 received and may 
thereafter be accepted. 

(b) Bidders using certified mail are cau¬ 
tioned to obtain a Receipt for Certified Mail 
showing a legible, dated postmark and to 
retain such receipt against the chance that 
it will be required as evidence that a late bid 
was timely mailed. 

(c) The time of mailing of late bids sub¬ 
mitted by registered or certified mail shall be 
deemed to be the last minute of the date 
shown in the postmark on the registered mail 
receipt or registered mail wrapper or on the 
Receipt for Certified Mail unless the bidder 
furnishes evidence from the post office sta¬ 
tion of mailing which establishes an earlier 
time. In the case of certified mall, the only 
acceptable evidence Is (1) where the Receipt 
for Certified Mail identifies the post office 
station of mailing, evidence furnished by the 
bidder which establishes that the business 
day of that station ended at an earlier time, 
in which case the time of mailing shall be 
deemed to be the last minute of the business 
day of that station; or (ii) an entry in ink 
on the Receipt for Certified Mall showing the 
time of mailing and the initials of the postal 
employee receiving the item and making the 
entry, with appropriate written verification 
of such entry from the post office station of 
mailing. In which case the time of mailing 
shall be the time shown in the entry. If the 
postmark on the original Receipt for Certified 
Mall does not show a date, the bid shall not 
be considered. 

Section 18-2.201 (a) (24) added. 

(24) If the procurement includes the 
furnishing of electro-sensitive initiating 
devices (squibs) or any other item or 
component designated in the procure¬ 
ment request as a potentially hazardous 
item, the requirements set forth in 
§ 18-1.351. 

Section 18-3.102(b) (19) added. 

(19) Consideration of the rules for the 
avoidance of organizational conflicts of 
interest (see § 18-1.113-2 and Appendix 

G). 

Section 18-3.204-3 revised in its en¬ 
tirety. 

§ 18—3.201—3 Limitation. 

It is NASA policy to obtain the per¬ 
sonal services of experts and consultants 
by appointment rather than by contract. 
The policies, responsibilities and proce¬ 
dures pertaining to the appointment of 
experts and consultants are set forth In 
NASA Management Manual Instruction 
17-3-16.2A. 

Section 18-3.400 revised in its entirety. 

§ 18—3.400 Application. 

The provisions of Section HE, Part 4, 
of ASPR are incorporated herein by ref¬ 
erence, except as to (1) the use of incen¬ 
tive type contracts, (2) the use of cost 
sharing type contracts, and (3) the re¬ 
strictions of paragraph 3-405.5(c) (1) 
which read, "the cost-plus-a-fixed-fee 
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contract shall not be used for procure¬ 
ments categorized as either Engineering 
Development or Operational System De¬ 
velopment (see 4-201 (a) (4) and (5)). 
For contracts exceeding $1,000,000, ex¬ 
ceptions to this policy must be processed 
in accordance with procedures author¬ 
ized in 1-109.3; and in all other cases, in 
accordance with the procedures author¬ 
ized in 1-109.2.” Policies and procedures 
to be followed in the use of incentive con¬ 
tracts and cost sharing contracts are set 
forth in §§ 18-3.450 and 18-3.451. Where 
special approvals are required under the 
ASPR provisions incorporated herein by 
reference, the approval of the Director of 
Procurement is required. (See also § 18- 
3.302 requiring approval by the Admin¬ 
istrator of fixed-fees in excess of limita¬ 
tions specified therein.) 

Section 18-3.450 (c) revised in its en¬ 
tirety. 

(c) Advance approval of incentives . 
(1) The advance approval of the cogni¬ 
zant program director will be obtained 
on the NASA prenegotiation position in 
procurement actions which exceed the 
monetary limitations in § 18-50.105 (b) 
(9) and which contemplate the use of an 
incentive or award fee type of contract, 
prior to the discussion of incentive ar¬ 
rangements in negotiations, and in addi¬ 
tion to any required approval of a pro¬ 
curement plan. The request for advance 
approval will be submitted immediately 
upon the establishment of a tentative 
NASA prenegotiation position, which 
may occur prior to the issuance of re¬ 
quests for proposals or which may result 
from the review and evaluation of of¬ 
ferors’ responses to requests for pro¬ 
posals. The following information will 
be submitted in support of each request 
for approval of a prenegotiation position: 

(i) Brief description of procurement ac¬ 
tion. 

(11) Proposed contractor (8). 

(ill) Procurement objectives which will be 
aided by the planned incentives. 

(lv) Type of contract contemplated. 

(v) Kind of incentive (performance sched¬ 
ule, cost, award fee, multiple). 

(vi) A. Estimated target cost. B. Range 
of confidence in target cost, i.e., the most 
pessimistic and the most optimistic estimates 
of cost expectancy. 

(vii) Target, maximum, and minimum fee 
(if CPIF); target profit and ceiling price 
(if FPI). 

(viii) Performance incentive: Goals, min¬ 
imum acceptable performance; target per¬ 
formance; method of measurement or test; 
increments of reward/penalty value. 

(ix) Schedule incentive: Planned delivery 
or milestones in terms of the earliest de¬ 
sirable target and latest acceptable dates; 
increments of reward/penalty value. 

(x) Cost incentive: Sharing formula, fee 
swing. 

(xi) Award fee: Basic fee; award incre¬ 
ments; suggested criteria; rating, evaluation 
and award periods. 

(xli) Multiple: Relative weighting: trade¬ 
offs; dependencies, i.e., the extent to which 
the Incidence of the several individual in¬ 
centives depends upon the attainment to 
some degree of other targets; overlap, i.e., 
arrangements by which the effect of one or 
more of the incentives may be extended 
beyond the reward or penalty range implied 
by the relative weight assigned. 
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(xlii) If the action is a conversion of a 
CPFF contract, discuss the treatment of ex¬ 
isting cost overrun or underrun, effective 
point or date of conversion, and whether 
conversion will apply only to work to be done 
or will have retroactive effect. 

Where the planned fee in the prenegotia¬ 
tion position exceeds the limitations set 
forth in § 18-3.450(f), justification for 
such fee will be set forth as a separate 
paragraph in the request, for review and 
approval of the Director of Procurement. 
The advance approval shall not be con¬ 
strued as requiring the preparation of 
an incentive contract, if in the course of 
negotiations the exercise of good business 
judgment requires a different contractual 
arrangement. However, the decision, 
that an incentive arrangement previously 
approved will not be used, will be co¬ 
ordinated with the approving authority 
prior to the commitment of NASA to a 
position in negotiations. 

( 2 ) Every procurement plan shall con¬ 
tain a discussion of the feasibility of 
applying incentive provisions, as well as 
a recommendation regarding the use of 
such provisions in the particular pro¬ 
curement. Approval of a procurement 
plan does not constitute approval of the 
prenegotiation position required by § 18- 
3.450(c)(1). 

(3) The Director of Procurement will 
make available such assistance as may 
be necessary in support of field procure¬ 
ment office capability to draft, negotiate, 
and administer the incentive provisions. 

(4) Any proposed contract in excess of 
the monetary limitations in § 18-50.105 
(b) (1) which contains incentive or award 
fee provisions will require the approval 
of the Director of Procurement before it 
becomes a contract binding on the par¬ 
ties, regardless of whether the contract 
requires approval at NASA Headquarters 
under other provisions of this regulation 
or whether advance approval under § 18- 
3.450(c) (1) was obtained. The request 
for contract approval will be supported 
by a summary of the incentive arrange¬ 
ments covering the points specified in 
§ 18—3.450(c) (1), with the addition of a 
brief discussion of any departures from 
the approved prenegotiation position and 
of the probable effect on procurement 
objectives of trade-offs made in negotia¬ 
tion. 

Sections 18-3.450(f) and 18-3.450(g) 
added. 

(f) Administrative requirements as to 
incentive fees . The negotiation of a 
cost-type-incentive contract (CPIF— 
Cost-Plus-Incentive-Fee, CPAF—Cost- 
Plus-A ward-Fee) will establish the tar¬ 
get cost, target fee (basic fee for CPAF 
contracts), minimum and maximum fee, 
and the method for computing increases 
or decreases from target or basic fee, and 
may provide for a negative fee, if ap¬ 
propriate to the reward and penalty con¬ 
cepts of the incentive arrangements in 
the contract. The statutory limitations 
in 10 U.S.C. 2306(d) apply only to fixed- 
fees. Incentive fee arrangements (CPIF 
and CPAF) which contain provisions for 
maximum fees which exceed (1) 15 per¬ 
cent of the target cost in contracts for 
experimental, developmental, or research 


FEDERAL REGISTER, VOL. 31, NO. 11—TUESDAY, JANUARY 18, 1966 



600 


RULES AND REGULATIONS 


work, or ( 2 ) 10 percent of the target cost 
In other contracts will require the ap¬ 
proval of the Director of Procurement 
prior to award of the contract. Re¬ 
quests for approval of such fees will be 
submitted to the Director of Procure¬ 
ment through the cognizant Program 
Director and shall be supported by com¬ 
plete justification, including a discus¬ 
sion of any exceptional circumstances 
where lower rates of fee will not provide 
sufficient range for effective operation of 
the incentive arrangements toward the 
attainment of procurement objectives. 
The request for approval of such fees 
may be included as a part of the request 
for contract approval under the pro¬ 
visions of § 18-50.105(b) (1). (See § 18- 
3.450(c) ( 1 ) relating to approval of fee in 
prenegotiation planning.) This para¬ 
graph is not applicable to contracts for 
architect-engineering services. 

<g> Reports on status of incentive 
contracts. Monthly reports on the 
status of existing and potential incentive 
contracts will be submitted in accord¬ 
ance with the instructions in § 18-16.950. 

Sections 18-3.451 and 18-3.452 added. 
§18—3.4*51 Cost sharing coniract. 

(a) DeHintion. A cost sharing con¬ 
tract is a type of contract, used for re¬ 
search and development projects jointly 
sponsored by the Government and the 
contractor, under which the contractor 
receives no fee and is reimbursed only 
for an agreed portion of allowable costs. 

(b) Policy. (1) It is the policy of 
NASA to utilize this form of contract 
only in research and development proj¬ 
ects sponsored jointly by the Govern¬ 
ment and the contractor when it is 
probable that the contractor will receive 
contribution in the form of present or 
future commercial benefits, except in 
the case of contracts with nonprofit in¬ 
stitutions and foreign governments. It 
is the responsibility of the NASA Pro¬ 
curement Officer to develop evidence to 
assure that commercial benefits may 
reasonably be expected to result, such 
as: increased technical knowledge use¬ 
ful in commercial operations; adding to 
technical know-how and training to em¬ 
ployees; opportunity to benefit through 
patent rights; and use of background 
knowledge in future production con¬ 
tracts. 

(2) The application of cost sharing 
principles and the negotiation of cost 
sharing provisions are in no way pre¬ 
cluded by the above stated restriction 
when, for example: incentive provisions 
in a contract include an arrangement 
whereby the contractor’s profit or fee is 
decreased if costs exceed a stipulated 
target amount; costs are to be incurred 
by a contractor in the performance of a 
contract which are in excess of a mu¬ 
tually agreed upon ceiling cost; in a 
CPFF contract cost overrun situation, or 
in any situation where such cost sharing 
principles can be applied and negotiated 
without violating the integrity of the 
competitive procurement processes. 

(3) Competition in procurement and 
support of the Small Business Program 
are two prime objectives of NASA. In 


consonance with these objectives, awards 
of cost sharing contracts should not be 
made solely on the basis of ability or 
willingness to cost share but should be 
made primarily on the basis of the con¬ 
tractor’s competence only after ade¬ 
quate competition among large and 
small business. 

(4) To ensure against any implication 
of inviting or inducing contractors to 
cost share, installations will avoid 
formal or informal statements wherein 
a specified amount is announced as 
available for a development when the 
request for proposals clearly indicates a 
scope of work which may require a 
larger amount of funds than the an¬ 
nounced available funding. Addition¬ 
ally, prospects of preferred consider¬ 
ation for award of a possible future 
contract should not be offered as an 
inducement to contractors to enter into 
cost sharing arrangements. 

(c) Approval. Cost sharing contracts 
will not be used by NASA installations 
unless the decision to use a cost sharing 
contract has been individually approved 
by the Procurement Officer. 

§ 18—3.452 Basic agreements. 

Although it is the policy of NASA to 
modify basic agreements on an annual 
basis, except for matters resulting from 
changes in statutes or executive orders, 
the New Technology (September 1964) 
clause may be included in a contract or 
contract modification to which a basic 
agreement is applicable when the con¬ 
tractor requests its inclusion. 

Subpart 18-3.5 added. 

Subpart 18-3.5—Solicitation of Pro¬ 
posals and Quotations 

§ 18-3.500 Scope of aubpart. 

This Subpart 18-3.5 applies only to 
negotiated procurements in excess of 
$2,500 (see Subpart 18-3.6 for small pur¬ 
chases) . 

§ 18—3.501 Preparation of request for 
proposals or request for quotations. 

(a) Forms used for requesting pro¬ 
posals or quotations on negotiated pro¬ 
curements shall be in accordance with 
Part 18-16 (see also § 18-1.309). 

(b) When written proposals or quota¬ 
tions for contemplated negotiated pro¬ 
curements for supplies or services, in¬ 
cluding research and development, are 
solicited, the request for proposals or the 
request for quotations, normally should 
contain the following information, if 
applicable to the procurement involved: 

(1) Request for proposals or request 
for quotations number and date of 
issuance; 

(2) Title and/or number of the pro¬ 
gram or project (e.g., “Apollo S-IC In¬ 
strumentation”) ; 

(3) Name and address of procurement 
office issuing the request; identification 
of the individual responsible for supply¬ 
ing additional information or answering 
inquiries; complete address of person to 
receive proposals; number of copies of 
proposal required to be submitted; 

(4) Closing date and time; 


(5) Provision for late proposals, late 
quotations or late modifications of pro¬ 
posals (see § 18-3.802-3(c)); 

(6> Requirement for stipulation of a 
time within which the Government may 
accept the proposal; 

(7) Number of pages and list of en¬ 
closures; 

(8> Item description or statement of 
work; 

(9> Type of contract contemplated 
(see § 18-3.803); 

(10) Requirement for statement on 
contingent fees (see § 18-1.506(c)); 

(11) Statement on Buy American Act 
(§ 18-6.104-2) and requirement for Buy 
American Certificate (§ 18-6.104-3); 

(12) Requirement that the offeror 
state whether he operates as an indi¬ 
vidual, partnership or corporation 
(showing State where incorporated); 

(13) Statement that the selected con¬ 
tractor will or will not require access to 
classified information (see NASA Man¬ 
agement Manual Instruction 24-3-1, par. 
12 ). 

(14) Time of delivery or performance 
requirements (see §18-1.305); 

(15) Requirement that the proposal 
state the intended place of performance, 
including the street address, and the 
names and addresses of owner and 
operator of producing facilities, if other 
than offeror, when it is reasonably ex¬ 
pected that such facilities will be used 
in the performance of the contract; 

(16) Place and method of delivery; 

(17) Provisions to be made for re¬ 
liability assurance (see §18-1.5105); 

(18) A description of the quality as¬ 
surance system to be used (see § 18— 
1.5004(c)); 

(19) Place, method, and conditions of 
inspection, test, and acceptance (see 
§ 18-14.101 et seq.) ; 

(20) The special factors which will be 
considered in evaluating the proposals, 
together with an indication of the rela¬ 
tive importance to be given these factors, 
where applicable (see §§ 18-3.804-2 and 
18-3.804-3); 

(21) Method and format of price quo¬ 
tation desired (fixed-price or cost type, 
if known at the time), including a refer¬ 
ence to the necessity for cost or price 
breakdown (see § 18-16.206); 

(22) Description of information re¬ 
quired to support proposed prices; e.g.. 
subcontract structure, purchasing sys¬ 
tem. royalty, and cost and price informa¬ 
tion; 

(23) Information as to requirements 
for Certificate of Current Cost or Pricing 
Data (see § 18-3.807-3); 

(24) Statement that special instruc¬ 
tions for waived inventions will not be 
applied, or requirement for statement as 
to waived inventions (see § 18-9.101-3(a) 
or § 18-9.101-3(e)); 

(25) Notice to offerors of the Govern¬ 
ment’s desires as to the use of incentive 
considered applicable, objectives of the 
incentive performance goals, schedule 
milestones, critical delivery parameters, 
and similar information intended to elicit 
contractor response to the procurement 
objectives but without premature dis¬ 
closures prejudicial to the Government’s 
prenegotiation position (see § 18-3.450); 
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(26) Notice to offerors of the possibility 
that award may be made without dis¬ 
cussion of proposals (see § 18-3.102) ; 

(27) The Certification of Independent 
Price Determination required by (§18- 
1.115); 

(28) Contract clauses required by law 
or this Regulation, copies of applicable 
standard or NASA forms which will form 
a part of the contract, and any report 
forms or handbooks required to be used 
or followed in complying with the terms 
of the contract; 

(29) Directions for obtaining copies of 
any documents, such as plans, drawings 
and specifications, which have been in¬ 
corporated by reference (see §18- 
1 . 1200 ); 

(30) Instructions for disposition of 
drawings and specifications supplied with 
the request for proposals or request for 
quotations; 

(31) Statement of information re¬ 
quired to facilitate evaluation of tech¬ 
nical and financial capabilities and a 
statement covering special technical 
capabilities which offerors must possess 
(see § 18-3.804); 

(32) Instruction reflecting desirability 
of a separation between the contractor's 
“Business Management Quotation" and 
“Technical Quotation." For evaluation 
purposes separate quotations, where time 
permits, should be received; therefore, 
the format should be flexible enough to 
permit separate requirements (see § 18— 
3.802-3 (a)); 

(33) List of any Government-furnished 
property (showing location and condi¬ 
tion) including Government-owned tool¬ 
ing, which will be furnished for the per¬ 
formance of the contract, and any special 
provisions relating thereto; 

(34) Requirement that information be 
furnished with respect to any Govern¬ 
ment-owned facilities, industrial equip¬ 
ment, or special tooling intended to be 
used in the performance of the contract, 
the value thereof, identification of the 
Government contract under which ac¬ 
quired, rental provisions, and other rele¬ 
vant information (see § 18-13.407); 

(35) Requirement that additional fa¬ 
cilities to be provided by the Government 
in accordance with § 18-13.102-3 be de¬ 
scribed and identified by category, such 
as “Land," “Buildings," “Machinery," 
"Equipment," etc., (see § 18-13.5105 for 
format) ; 

(36) Requirement that additional spe¬ 
cial test equipment to be provided by 
the Government be described and its in¬ 
tended use, estimated cost, and proposed 
location be shown; 

(37) Clear statement of option pro¬ 
visions; 

(38) Requirement for the contractor 
to furnish data, when the requirement 
for data is known in advance of mak¬ 
ing the contract and delivery of data is 
definitely to be required in the perform¬ 
ance of the contract (see Subpart 18-9.2 
for detailed instructions and required 
clauses; see also § 18-3.802); 

(39) Special provisions necessary for 
the particular procurement, relating to 
such matters as patent licenses (see Part 
18-9) liquidated damages (see § 18- 
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1.310); progress payments (see § 18- 
7.104-35) ; 

(40) Requirement for information to 
be furnished on management engineer¬ 
ing and consultant services specified in 
§ 18-4.5205-2; 

(41) When the NASA PERT System 
is to be applicable to the procurement 
(see § 1&-7.204-55), inclusion of the fol¬ 
lowing provision: 

NASA PERT System (April 1962) 

A proposed time schedule for performance 
of the work should be set out by phases or 
parts of the project, and show interrelation¬ 
ships among phases. This proposed sched¬ 
ule should be supported by an accompanying 
PERT network, prepared in general con¬ 
formity with the instructions of the NASA 
PERT Handbook. 

Prospective contractors are advised that 
the successful contractor will be required to 
implement the NASA PERT System and re¬ 
port program progress biweekly. 

(42) Statement that unnecessarily 
elaborate brochures and presentations 
beyond those sufficient to present a com¬ 
plete and effective proposal are not de¬ 
sired and may be construed as an indi¬ 
cation of the proposer’s lack of cost 
consciousness; 

(43) If the contract is to be condition¬ 
ed on the availability of funds, a clear 
statement of such condition; 

(44) Requirement for submission of a 
proposed “Make or Buy” program (see 
§ 18-3.902); 

( 45 ) Instructions regarding the mark¬ 
ing of information which is not to be 
disclosed to the public or used by the 
Government for any purpose other than 
the evaluation of the proposals (see 
§ 18-3.109); 

(46) Statement of labor surplus area 
or small business set-asides (see Sub¬ 
part 18-1.7); 

(47) Requirement for furnishing the 
Equal Opportunity representation (see 
§ 18-12.802-4); 

(48) If leases are involved, the Facili¬ 
ties Nondiscrimination paragraph set 
forth in § 18-1.350-4; 

(49) When the use of Automatic Data 
Processing equipment is applicable to the 
procurement (see § 18-3.804-2(c) (3)), 
inclusion of the following provision: 

The Government reserves the right to re¬ 
quire the preparation and submission of 
feasibility and lease versus purchase studies 
by the successful contractor if the use of 
Automatic Data Processing Equipment is 
proposed. 

(50) The name and address of cog¬ 
nizant Government Audit Agency and 
cognizant Government Inspection 
Agency; 

(51) Statement as to requirement for 
jewel bearings (see § 18-1.315); 

(52) Requirements set forth in §18— 
1.351, if the procurement includes the 
furnishing of electro-sensitive initiating 
devices (squibs) or any other item or 
component designated in the procure¬ 
ment request as a potentially hazardous 
item; 

(53) Requirement for representation 
as to small business and statement 
whether or not the offeror has previously 
been denied a Small Business Certificate 
(see § 18-1.903); 
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(54) Instructions that offeror promptly 
acknowledge receipt of the request for 
proposal or request for quotation and 
advise whether he intends to submit a 
proposal or offer; 

(55) Statement that this request for 
proposal or request for quotation does 
not commit the Government to award 
a contract, the Government reserving 
the right to reject any or all proposals, 
or to negotiate separately with any source 
considered qualified; and that the Con¬ 
tracting Officer is the only individual 
who can legally commit the Government 
to the expenditure of public funds in 
connection with the proposed procure¬ 
ment (see § 18-3.801); 

(56) Statement that this request for 
proposal or request for quotation does 
not commit the Government to pay any 
costs incurred in the submission of the 
quotation or in making necessary stud¬ 
ies or designs for the preparation thereof, 
nor to procure or contract for services 
or supplies. Further, no costs may be 
incurred in anticipation of a contract 
with the exception that any such costs 
incurred at the proposer’s risk may later 
be charged to any resulting contract to 
the extent that they would have been 
allowable if incurred after the date of 
the contract and to the extent authorized 
by the contracting officer (see § 18- 
15.205-30). 

(c) In addition to the information spe¬ 
cified in § 18-3.501(b), for contracts in 
excess of $ 1 , 000,000 the request for pro¬ 
posal should contain requirements for 
the following information to be furnished 
by the offeror in his proposal, if appli¬ 
cable. This information may be required 
in the request for proposal for inclusion 
in contracts of lesser dollar value if 
deemed appropriate. 

( 1 ) Technical proposal, (i) Method by 
which offeror proposes to solve the tech¬ 
nical problems of the project; descrip¬ 
tions, sketches, and plans of attack in 
sufficient detail to permit engineering 
evaluation of the proposal; 

(ii) Specification of exceptions to pro¬ 
posed technical requirements; 

(iii) Statement of background expe¬ 
rience in fields relating to the procure¬ 
ment ; 

(iv) Names and r£sum 6 s of experience 
of key technical personnel who will be 
employed on the project and extent to 
which each will participate in the per¬ 
formance of the project; an organization 
chart of the segment of offeror’s organi¬ 
zation which will be directly assigned to 
the project, listing names and job cate¬ 
gories; 

(v) Description and location of the 
company-owned research, test and pro¬ 
duction equipment and facilities which 
will be available for use on the project; 
separate list of any additional facilities 
or equipment required in the perform¬ 
ance of the work; separate list of exist¬ 
ing Government facilities available to the 
contractor and required for use on the 
project; 

(vi) Hourly time estimates (without 
pricing information) by labor class for 
each phase or segment of the project; 
extent to which these estimates are based 
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on the use of employees presently on the 
offeror’s payrolls who will be available for 
the work as required; Indication of num¬ 
ber and types of personnel necessary to 
be hired and arrangements made to ob¬ 
tain them. 

(2) Business management proposal. 

(1) Organization proposed for carrying 
out the project, including organization 
charts showing interrelationship of busi¬ 
ness management, technical manage¬ 
ment and subcontract management; in¬ 
dication of all levels of operation and 
management, including chain or report¬ 
ing and authority from lower levels 
through intermediate management to 
top level management. 

(ii) R6sum6 of experience of all key 
personnel who will conduct the mana¬ 
gerial affairs of the project; 

(iii) Contractual procedures proposed 
for the project to effect administrative 
and engineering changes, describing dif¬ 
ferences from existing procedures; 

(iv) Extent to which offeror lias in¬ 
vested corporate funds in research and 
development work in the project area 
or directly related areas and plans for 
future expenditures for such work; ex¬ 
tent, if any, to which offeror is willing 
to participate in the cost of the project 
(see § 18-3.451); 

(v) Statement as to capacity at which 
company-owned research, test, and pro¬ 
duction equipment and facilities required 
in the performance of the work are cur¬ 
rently working; extent to which such fa¬ 
cilities and equipment could handle the 
additional workload imposed by this 
project; cost of any additional facilities 
or equipment required in the perform¬ 
ance of the work with information as to 
whether such additional facilities or 
equipment will be contractor-furnished 
or Government-furnished; statement of 
value of existing Government facilities 
available to offeror and required for use 
on the project, showing the Govern¬ 
ment agencies and facilities contracts 
involved; 

(vi) Statement of past performance 
and experience including: (A) List of 
Government contracts in excess of 
$1,000,000 received in past 3 years or 
currently in negotiation involving mainly 
research and development work, showing 
each contract number, Government 
agency placing the contract, type of con¬ 
tract, and brief description of the work; 
(B) For each cost-type contract, specify 
amounts of cost overruns or underruns, 
reasons therefor, and percentage of fixed 
fee; (C) For each contract, give record of 
contract completion as against comple¬ 
tion date anticipated at time of enter¬ 
ing into contract, giving explanations 
for completion delays; (D) Identify and 
explain any terminations for default or 
Government convenience; 

(vii) Balance sheet for offeror’s last 
fiscal year, accompanied by profit and 
loss statement; 

(viii) Detailed cost or price proposal, 
furnished as a separate, detachable ele¬ 
ment of the business management pro¬ 
posal. 

(d) Requests for Proposals which are 
subject to the review and approval of a 


Source Evaluation Board should be de¬ 
veloped in accordance with the above 
paragraphs and the requirements of 
paragraph 512 of the NASA Source Eval¬ 
uation Board Manual (NPC 402). 

Section 18-3.608-3(b) revised. 

(b) The maximum period of time cov¬ 
ered by a blanket purchase agreement 
shall not exceed 12 months. 

Section 18-3.704-1 Clause “Negotiated 
Overhead Rates (January 1964)“ revised. 

Negotiated Overhead Rates •(November 
1964) 

(a) Notwithstanding the provisions of the 
clause of this contract entitled “Allowable 
Cost, Fixed Fee, and Payment,” the aUowable 
indirect costs under this contract shall be 
obtained by applying negotiated overhead 
rates to bases agreed upon by the parties as 
specified below. 

(b) The Contractor, as soon as possible but 
not later than ninety (90) days after the ex¬ 
piration of each period specified in the Sched¬ 
ule. shall submit to the Contracting Officer, 
with a copy to the cognizant audit activity 
and the Office of Procurement, NASA Head¬ 
quarters, a proposed final overhead rate or 
rates for that period based on the contractor’s 
actual cost experience during that period, 
together with supporting cost data. Nego¬ 
tiation of final overhead rates by the Con¬ 
tractor and the negotiating authority shall 
be undertaken as promptly as practicable 
after receipt of the Contractor’s proposal. 

(c) Allowability of costs and acceptability 
of cost allocation methods shall be deter¬ 
mined in accordance with Part 15, Subpart 2. 
of the NASA Procurement Regulation as in 
effect on the date of this contract. 

(d) The results of each negotiation shaU 
be set forth in a modification to this contract 
which shall specify (1) the agreed final rates, 
(il) the bases to which the rates apply, and 
(ill) the periods for which the rates apply. 

(e) Pending establishment of final over¬ 
head rates for any period, the Contractor 
shaU be reimbursed either at negotiated pro¬ 
visional rates as provided in the Schedule or 
at billing rates acceptable to the Contracting 
Officer subject to appropriate adjustment 
when the final rates for that period are es¬ 
tablished. To prevent substantial over or 
under payment, the provisional or billing 
rates may, at the request of either party, be 
revised by mutual agreement, either retro¬ 
actively or prospectively. Any such revision 
of negotiated provisional rates provided in the 
Schedule shall be set forth in an amendment 
to this contract. 

(f) Any failure by the parties to agree on 
any final rate or rates under this clause shall 
be considered a dispute concerning a question 
of fact for decision by the Contracting Officer 
within the meaning of the "Disputes” clause 
of this contract. 

(g) Nothing in this clause shall preclude 
the Contracting Officer from negotiating final 
overhead rates for this contract for any period 
not exceeding six (6) months when necessary 
to close out this contract. 

Section 18-3.704-2(b) Clause “Nego¬ 
tiated Overhead Rates (Predetermined) 
(January 1964) * revised. 

Negotiated Overhead Rates (Predeter¬ 
mined) (May 1964) 

(a) Notwithstanding the provisions of the 
clause of this contract entitled “Allowable 
Cost and Payment," the allowable Indirect 
costs under this contract shall be obtained 
by applying predetermined overhead rates to 
bases agreed upon by the parties as specified 
below. 


(b) The contractor, as soon as possible 
but not later than three (3) months after the 
expiration of his fiscal year, shall submit to 
the Contracting Officer, with a copy to the 
cognizant audit activity and the Office of 
Procurement. NASA Headquarters, a proposed 
predetermined overhead rate or rates based 
on the contractor’s actual cost experience 
during that fiscal year, together with sup¬ 
porting cost data. Negotiation of predeter¬ 
mined overhead rates by the contractor and 
the negotiating authority shall be undertaken 
as promptly as practicable after receipt of 
the contractor’s proposal. 

(c) Allowability of costs and acceptability 
of cost allocation methods shall be de¬ 
termined in accordance with Part 15. Sub¬ 
part 3. of the NASA Procurement Regulation 
as In effect on the date of this contract. 

(d) The results of each negotiation shaU 
be set forth in an amendment to this con¬ 
tract. which shaU specify (1) the agreed pre¬ 
determined overhead rates. (11) the bases to 
which the rates apply, (ill) the fiscal year 
unless the parties agree to a different period 
for which the rates apply, and (lv) the spe¬ 
cific items treated as direct costs or any 
changes in the items previously agreed to be 
direct costs. 

(c) Pending establishment of predeter- 
termlned overhead rates for any fiscal year 
or different period agreed to by the parties, 
the contractor shall be reimbursed either at 
the rates fixed for the previous fiscal year 
or other period or at billing rates acceptable 
to the Contracting Officer, subject to appro¬ 
priate adjustment when the final rates for 
that fiscal year or other period are estab¬ 
lished. 

(f) Any failure by the parties to agree on 
any predetermined overhead rate or rates 
under this clause shall not be considered a 
dispute concerning a question of fact for 
decision by the Contracting Officer within 
the meaning of the “Disputes” clause of this 
contract. If for any fiscal year or other pe¬ 
riod specified in the Schedule of this con¬ 
tract the parties fall to agree to a predeter¬ 
mined overhead rate or rates, It Is agreed that 
the allowable Indirect costs under this con¬ 
tract shaU be obtained by applying negoti¬ 
ated final overhead rates In accordance with 
the terms of the “Negotiated Overhead Rates 
(Postdetermined)" clause set forth in 3.704- 
2 of the NASA Procurement Regulation as 
in effect on the date of this contract. 

(g) Allowable Indirect costs for the period 
until the end of the contractor’s fiscal year 
during which performance begins Bhall be 
obtained by applying the predetermined 
overhead rate set forth In the Schedule to 
the bases set forth therein. 

Section 18-3.802-2(d) (2) revised. 

(2) The provisions of this paragraph 
(d) are not appUcable to: (i) procure¬ 
ments of $250 or less; (ii) purchases 
through or from other Government agen¬ 
cies; (iii) purchases of utility services 
where the services are avaUable from only 
one source; (iv) procurements of archi¬ 
tect-engineer services; (v) contracts for 
industrial facilities; or (vi) contracts for 
scientific experiments selected for flight 
pursuant to NASA Management Instruc¬ 
tion 7100.1. For small purchases in ex¬ 
cess of $250, but not to exceed $2,500, a 
statement justifying the noncompetitive 
procurement, signed by the contracting 
officer, will be placed in the purchase or¬ 
der file. For procurements in excess of 
$2,500 but not in excess of $100,000, the 
procurement officer may delegate, in 
writing, to appropriate Individuals the 
authority to approve the Justification for 
Noncompetitive Procurement statement. 
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Section 18-3.802-3, paragraphs (a) and 
(b) revised. 

§ 18—3.802—3 Request* for proposal*. 

(a) Preparation and submission. Re¬ 
quests for proposals, including modifica¬ 
tions thereof, shall be prepared by the 
procurement office, with assistance from 
technical or other offices as required and 
be signed by the contracting officer. The 
request for proposals has a twofold pur¬ 
pose: (1) To convey to prospective con¬ 
tractors the information they need to 
prepare a proposal properly, and (2) to 
solicit the information that procurement 
and technical personnel need to appraise 
the proposals of prospective contractors. 
The request for proposals shall contain 
all the information necessary to enable 
a prospective offeror to prepare a pro¬ 
posal properly (see Subpart 18-3.5, which 
contains a list of items that should be 
considered in preparing a request for 
proposals or a request for quotations). 
Requests for proposals, including re¬ 
quests for revised proposals, shall be in 
writing and shall specify a date for their 
submission. When advisable, particu¬ 
larly in the case of research and develop¬ 
ment, proposals shall be requested in two 
parts: (i) an unpriced technical pro¬ 
posal, and <ii) a cost proposal cross ref¬ 
erenced to the technical proposal. Any 
extension of time granted to one pros¬ 
pective contractor shall be granted 
uniformly to all. Each request for pro¬ 
posals shall be issued to prospective con¬ 
tractors at the same time, and no con¬ 
tractor shall be given an advantage. 

(b) Advance information copies. Two 
copies of each request for proposals and 
changes to such request for proposals 
prepared pursuant to a procurement 
Plan approved under § 18-3.852-5(a) (ill) 
shall be forwarded to the Director of Pro¬ 
curement (Code KDR). These copies 
shall be forwarded at the earliest prac¬ 
ticable date following completion of the ’ 
final draft of the request for proposals. 
However, submission to the Director of 
Procurement shall in no event be later 
than the date the request for proposals is 
mailed to prospective proposers. The 
transmittal to the Director of Procure¬ 
ment shall identify the procurement plan 
to which the request for proposals ap¬ 
plies. This requirement is in addition 
to the requirements of § 18-50.104. 

Section 18-3.804-1 revised in its en¬ 
tirety. 

§ 18—3.80-1—1 General. 

Evaluation of proposals by all person¬ 
nel concerned with the procurement will 
be completed expeditiously. The evalua¬ 
tion of proposals received may be accom¬ 
plished in a number of different ways. 
Evaluation of proposals for scientific ex¬ 
periments to be flown aboard NASA sat¬ 
ellites will be accomplished in accordance 
with NASA Management Instruction 
‘100.1. Other methods of evaluation 
used by NASA, together with policies and 
Procedures regarding their use, are set 
forth in §§ 18-3.804-2 and 18-3.804-3. 

Section 18-3.804-2 (c) revised (new 
subparagraph (2) added; old subpara¬ 
graph (2) renumbered (3)). 


(c) Business evaluation. (1) Price and 
cost analysis. Each proposal requires 
some form of price or cost analysis. The 
contracting officer must exercise judg¬ 
ment in determining the extent of analy¬ 
sis in each case. On high-dollar value 
procurements, particularly where effec¬ 
tive competition has not been obtained, 
the analysis should be thorough, and the 
record carefully documented to disclose 
the extent to which the various elements 
of costs, fixed fee, or profit contained in 
the contractor’s proposals were analyzed. 
The negotiation memorandum should 
also reflect the consideration given to 
the recommendations of the price analyst 
and the basis for nonacceptance or de¬ 
parture from the recommendations dur¬ 
ing the course of negotiations. 

(2) Automatic data processing equip¬ 
ment. In evaluating proposals contain¬ 
ing a significant amount of cost for 
Automatic Data Processing (ADP) the 
contracting officer should obtain from 
the prospective contractor a feasibility 
study and a lease-versus-purchase study 
covering the acquisition of such equip¬ 
ment or service. The contracting offi¬ 
cer will obtain the recommendations of 
the price analyst and appropriate ADP 
technical personnel as to the adequacy of 
the studies and the prospective contrac¬ 
tor’s determinations resulting from the 
studies. Particular attention should be 
given to those proposals containing a 
high-dollar amount for rental of ADP 
equipment or complete systems to be used 
solely for performance of the contract. 
Current Bureau of the Budget criteria 
(NASA Handbook 2410.1) should be 
used, where applicable, as a guide in eval¬ 
uating the contractor’s studies. Pro¬ 
spective contractors should be en¬ 
couraged to: 

(i) Use ADP machine time available 
within a reasonable geographic distance; 

(ii) Use telecommunications links to 
remote Government-owned or leased 
ADP systems, and 

(iii) Purchase ADP equipment in 
preference to leasing the equipment 
where the financial advantage is the sole 
or overriding factor. 

(3) Other factors. The contracting 
officer must appraise the management 
capability of the offeror to perform the 
required work in a timely manner. In 
making this appraisal, he must consider 
such factors as the company’s manage¬ 
ment organization, past performance, 
reputation for reliability, and availability 
of the required facilities, manpower, and 
financial resources. 

Section 18-3.804-3 revised in its en¬ 
tirety. 

§ 18—3.80-1—3 Evaluation procedure*— 
use of Source Evaluation Hoard. 

(a) Source Evaluation Board proce¬ 
dures are appropriate for competitive 
negotiated procurements, except Archi¬ 
tect-Engineer services and contracts for 
which the procedures have been specif¬ 
ically waived, when: 

(1) The estimated cost of the contract 
will exceed $1,000,000 ; 

(2) The estimated cost of the contract 
will not exceed $1,000,000, but it is likely 
that the source selected will receive 


other contracts for later phases of the 
same project which, cumulatively, would 
total more than $1,000,000. (Examples 
of this category include feasibility stud¬ 
ies and project definition contracts under 
approved programs or programs for 
which approval will be requested >: or 
that 

(3) A Source Selection Official deter¬ 
mines that the use of the Source Evalu¬ 
ation Board procedures is desirable. 

(b> The detailed procedures regarding 
the designation and operation of Source 
Evaluation Boards are set forth in 
NPC 402. (See NASA Management In¬ 
struction 1152.2.) 

Sections 18-3.805-1 (b) (6) and 18- 
3.805-l(b) (7) revised. 

(6) The requirement for the furnish¬ 
ing of data by the contractor in the per¬ 
formance of the contract, both for tech¬ 
nical evaluation and for competitive 
reprocurement where follow-on procure¬ 
ment is probable, in those situations 
where the appropriate technical office has 
requested that the contracting officer 
obtain such data; and 

(7) If the offeror’s proposal contains 
technical data marked with a restrictive 
legend, whether the Government desires 
rights to use such data (§§ 18-3.109 and 
18-9.202-6). 

Section 18-3.807-3(e) revised. 

(e) Where it is reasonably expected 
that a resulting contract will be in ex¬ 
cess of $100,000, the request for proposals 
shall include, in addition to the infor¬ 
mation required by Subpart 18-3.5, the 
Contractor and Subcontractor Cost or 
Pricing Data clause set forth in § 18- 
3.807-4. Offerors will be advised that 
pursuant to the provisions of Public Law 
87-653, dated September 10, 1962 (10 
U.S.C. 2306(f)), the successful contrac¬ 
tor will be required to certify (using the 
form of certificate set forth in paragraph 
(b) of the Contractor and Subcontractor 
Cost or Pricing Data clause); except 
where the price negotiated is based on 
adequate price competition, as deter¬ 
mined by the contracting officer, or es¬ 
tablished catalog or market prices of 
commercial items sold in substantial 
quantities to the general public, or prices 
set by law or regulation; that the cost 
or pricing data which he is required to 
furnish is accurate, complete, and 
current. 

Section 18-3.850(a> revised. 

(a)(1) The technical office requiring 
a contract to be made shall initiate the 
procurement request (NASA Form 404, 
or similar form). The request shall 
contain a proposed statement of the 
work to be performed and an esti¬ 
mate of the dollar amount of the pro¬ 
curement. Background information, in¬ 
cluding documentation of any pre¬ 
vious discussions by technical person¬ 
nel with potential contractors relat¬ 
ing to the work, also will be included. 

If the proposed procurement will in¬ 
volve access to classified information, 
NASA Form 446, “Request for Contrac¬ 
tor Clearance,’’ must be completed in 
accordance with NASA Management In- 
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struction 24-3-1. If the procurement Is 
to be subject to the NASA Financial 
Management Reporting System (see 
NASA Management Instruction 9501.1. 
and § 18-7.204-56 of this Chapter). the 
number of copies of NASA Form 533 to 
be required will be stated. After ap¬ 
proval by responsible technical officials, 
any request involving an item of supply 
will be processed through the installa¬ 
tion property officer for possible utiliza¬ 
tion of available excess personal prop¬ 
erty in accordance with NASA Manage¬ 
ment Instructions 20—4-2 and 20-4—5. 
When personal property is not available 
from these sources to meet the require¬ 
ments of the procurement request, certi¬ 
fication of nonavailability will be indi¬ 
cated thereon by the property officer. 
The procurement request will then be 
routed through budgetary channels (and 
fiscal, where required) for coordination 
as to availability of funds and sent to 
the procurement office for procurement 
action. Except for processing NASA 
Form 446, no action shall be taken by 
the procurement office toward effecting 
the procurement until a properly ap¬ 
proved procurement request has been 
received. Where it is determined by the 
technical office initiating the procure¬ 
ment request that data (as defined in 
§ 18-9.201) is to be furnished by the con¬ 
tractor in the performance of the con¬ 
tract, the procurement request will con¬ 
tain a statement as to the types of data 
that the contractor will be required to 
furnish. It is especially important that 
where follow-on procurement is con¬ 
templated. consideration be given to 
obtaining data in sufficient detail to per¬ 
mit competitive reprocurement. In any 
event, the contracting officer will review 
the procurement request to ascertain 
whether or not consideration has been 
given to the requirement for the fur¬ 
nishing of data by the contractor and will 
discuss this matter with the technical 
office in any instance where it is appar¬ 
ent that proper consideration has not 
been given to this requirement. 

(2) Whenever a procurement requests 
calls for the delivery to the Government, 
or to a contractor or subcontractor for 
the Government, of an item which NASA 
or a technical office designates as po¬ 
tentially hazardous, the procurement re¬ 
quest shall state that the item is desig¬ 
nated as potentially hazardous, and that 
the manufacturer or supplier of the item 
shall be required to furnish complete 
design information and drawings show¬ 
ing all details of construction, including 
materials for the items or component 
designated as potentially hazardous. 
NASA has designated the following as 
"potentially hazardous’*: 

Electro* sensitive initiating devices 
{squibs). 

Sections 18-3.852 and 18-3.852-1 re¬ 
vised. 

§ 18—3.852 Preparation and approval of 
procurement plans. 

A procurement plan is a detailed out¬ 
line of the method by which the con¬ 
tracting officer expects to accomplish the 
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procurement task. The plan is an ad¬ 
ministrative tool designed to enable the 
contracting officer to plan effectively for 
the placement and accomplishment of 
assigned procurements by analyzing the 
requirement for, and determining the 
method to be used in, placing the pro¬ 
curement. It also furnishes justification 
for the contemplated method of procure¬ 
ment for use in connection with the 
review and approval of higher authority 
when applicable. Although adequate 
planning prior to procurement action 
is always a prerequisite, the preparation 
of a more formal procurement plan is 
required in certain cases. A description 
of what such a procurement plan should 
contain and the situation in which prep¬ 
aration and approval of such a plan are 
required are set forth in §§ 18-3.852-1 
through 18-3.852-5. 

§ 18-3.852-1 Contents of the procure¬ 
ment plan. 

Each procurement plan shall contain 
the information outlined below, devel¬ 
oped in depth, using the same subject 
(or paragraph) headings and numbers 
as those indicated. Where a subject is 
not treated in the plan, the words "not 
applicable," or a suitable explanation, 
will follow the subject heading in the 
plan. Each heading or subheading may 
include as many paragraphs or further 
breakdowns as necessary for a particular 
plan. Centered at the top of the first 
page of the plan will be the words "Pro¬ 
curement Plan for** followed by sufficient 
wording to identify the procurement. 
The Procurement Plan Contents Check¬ 
list (NASA Form 1168) will accompany 
each procurement plan forwarded to an 
approving authority, with a copy of the 
original form attached to each copy of 
. the plan. The form, listing the subject 
headings prescribed herein, will be 
placed at the beginning of the plan to 
serve as a table of contents. It should 
be filled in to indicate the number of the 
page on which each subject begins or to 
show the notation "N/A" for inappli¬ 
cable. In developing the procurement 
plan, the format set forth below shall be 
followed: 

Procurement Plan for- 

1. Description of the Proposed Procure¬ 
ment. 

a. Purpose and Description of Work, Sup¬ 
plies, or Services (including Quantities ). 
In addition to a general description of the 
scope of the work, describe how it is Intended 
to state the contractor’s obligation—whether 
to comply with detailed specifications, meet 
performance requirements (with or without 
detaUed specifications). perform a ’’mission,” 
or furnish a level of effort, etc. Indicate 
whether the contract will contain any pro¬ 
vision for further requirements such as op¬ 
tions, provisioning of spare parts, installa¬ 
tion services, etc., and briefly describe the 
substance of such provisions. In the case of 
nonpersonal services, demonstrate that the 
criteria of NPC 401 (NASA PoUcy and Pro¬ 
cedures for Use of Contracts for Nonpersonal 
Services) have been met and reference the 
Justification for Contracting for Nonpersonal 
Services which will be attached to the plan. 

b. Program and Project {including Identi¬ 
fication of Project Approval Document). 
Identify the program and project, including 
project number. Also show the date of proj¬ 


ect approval and name and title of approving 
authority. 

c. Responsible Technical Office. Identify 
the office that will be responsible for the 
technical monitoring of the contract. 

d. Installation’s Plan for Technical Moni¬ 
toring. 

e. Relation to Other Procurements — Past, 
Present, and Future. Briefly describe prior, 
present, and future phases of the project 
and any closely related procurements under 
the same or other projects. If more appro¬ 
priate, include in paragraph a. above and 
reference it here. 

/. Performance Milestones {if known) and 
Delivery Schedule. Describe the schedule 
for performance or delivery under the con¬ 
tract and discuss critical, pacing items. In¬ 
dicate the consideration given to the factors 
in § 18-1.305—Time of Delivery or Perform¬ 
ance. 

2. Funding. 

a. Approved Project Funding by Fiscal 
Year. 

b. Funding of Proposed Procurement by 
Fiscal Year. Identify as AO. R&D, or C of 
F; the doUar amounts in each; and the 
portion of work to which each relates. 

c. Funding of Follow-on Procurements by 
Fiscal Year. 

d. Contingencies or Reserves Required by 
Fiscal Year. 

3. Sources. 

a. Known Sources and Competitive Situ¬ 
ation. Include a comprehensive list of 
known sources, prepared in accordance with 
S 18-3.802-2 and a discussion of the com¬ 
petitive situation believed to exist. 

b. Sources To Be Solicited and Reasons for 
Omission of Known Sources. Where aU 
known sources are not to be solicited, give 
the basis for selection of firms to be solicited, 
unless paragraph (d) below applies. 

c. Synopsizing or Explanation of Excep¬ 
tion. State whether or not a synopsis will 
be prepared in accordance with the provi¬ 
sions of § 18-1.1003 and, if not, the reasons 
therefor. 

d. Justification for noncompetitive Pro¬ 
curement. If a single source is to be solicited, 
a Justification for Noncompetitive Procure¬ 
ment will be prepared in accordance with 
§ 18-3.852-2 and attached to the procurement 
plan. It should be referenced in this para¬ 
graph. In addition. In all cases of noncom¬ 
petitive procurement,'a draft of a press re¬ 
lease announcing contractor selection will be 
obtained from the local public information 
office and forwarded as an attachment to the 
procurement plan. However, the press release 
will not be referenced in the plan Itself. 

4. Justification and Authorization for Ne¬ 
gotiation. 

a. Determination and Findings. A copy of 
the applicable Determination and Findings 
under 10 U.S.C. 2304(a) (or a proposed Deter¬ 
mination and Findings prepared for the sig¬ 
nature of the Deputy Administrator, when 
appropriate) should be added to the plan and 
referenced here. 

b. Justifications Relating to Class D&F's. 
In case a Clas6 Determination and Findings 
Is used. Include a statement setting forth the 
facts and circumstances that clearly and con¬ 
vincingly establish that formal advertising 
is not feasible and practicable for the par¬ 
ticular procurement; also Include a complete 
statement of facts and circumstances which 
establish the applicability of the Class D&P- 

5. Type of Contract. 

a. Recommended Type. State the type of 
contract recommended and why. 

b. D&F for Method of Contracting. When 
applicable, attach a copy of the Determina¬ 
tion and Findings under 10 UB.C. 2306 (c). 
prepared in accordance with $ 18-3.304(d). 

c. Special Requirements. If the type of 
contract proposed requires any special ap¬ 
provals or determinations pursuant to ASPR 
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provisions Incorporated by reference in ( 18- 
3.400, attach a copy or include a request for 
NASA Headquarters approval, as appropriate, 
and reference it here. 

d. Incentive Consideration. Discuss the 
feasibility of applying incentive provisions 
and describe any Incentive provisions pro¬ 
posed. Discuss the types of incentives (cost, 
performance, schedule) considered most suit¬ 
able for the accomplishment of the procure¬ 
ment objectives and, in general terms, their 
relative weights. If the procurement plan 
contemplates using a co6t-plus-ftxed-fee type 
of contract, discuss any provision for conver¬ 
sion to an incentive type. Including approxi¬ 
mate time of conversion and the basis for 
determining the time. 

e. Letter Contract and Complete Justifica¬ 
tion. If a letter contract is contemplated, 
so state and explain the special circumstances 
which are believed to justify its use. The 
policy of NASA is not to issue letter contracts. 
Exceptions to this policy require the advance 
approval of the Associate Administrator and 
will be permitted only after agreement has 
been reached with the contractor on all mat¬ 
ters of a substantive nature. Approval of a 
procurement plan which contemplates the 
use of a letter contract will not be construed 
as authorization to issue a letter contract. 

6. Oral Briefing of Prospective Contractors. 
Include a recommendation, with a support¬ 
ing explanation, as to whether an oral brief¬ 
ing of prospective contractors should be held 
and, if so, whether this briefing should take 
place before or after the issuance of requests 
for proposals. 

7. Method of Evaluating Proposals. 

a. Recommended Method. Recommend 
which method set forth in § 18-3.804 should 
be utilized and the reasons. In a competi¬ 
tive procurement, except in the case of a 
procurement plan required to be approved 
by the procurement officer of the Installation 
pursuant to $ 18-3.852-5(a) (I), the plan will 
provide for the use of a Source Evaluation 
Board. 

b. Special Problems. A description of any 
special problems relating to the evaluation. 

c. Source Evaluation Board Appointment 
Letter. The letter which establishes the com¬ 
position of the Source Evaluation Board and 
appoints the members will be prepared for 
signature and forwarded as an attachment to 
the procurement plan. It will be referenced 
in this paragraph of the plan. 

8. Government P roper t y — Description, 
Monetary Evaluation , and Basis for Require¬ 
ment. 

a. Facilities. Indicate the magnitude and 
describe existing facilities which will be 
Government-furnished and/or any new fa¬ 
cilities which may be constructed or other¬ 
wise acquired on behalf of the Government 
for contractor performance and the proposed 
location thereof. State whether any difficul¬ 
ty is anticipated In identifying specific items 
to be listed in the contract schedule. If a 
separate facilities contract will be awarded 
or amended, so indicate and state the pro¬ 
jected schedule for action. Include the esti¬ 
mated cost of new facilities or modifications 
to existing facilities and the estimated date 
of readiness for use. If nonseverable facili¬ 
ties are involved. Include plan for complying 
with requirements of § 18-13.406. 

b. Other Property Government-furnished. 
Describe any other significant items such as 
propellants and pressurants, materials, com¬ 
munication services, etc., which may be fur¬ 
nished by the Government in performance of 
the work. 

9. Reliability and Quality Assurance. 

a. Reliability Assurance. Include a sum¬ 
mary of the reliability assurance require¬ 
ments (see Subpart 18-1.51 of this Chapter). 
The latter should include the following in¬ 
formation: (i) major areas of reliability 
program emphasis (or deemphasis) com¬ 
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mensurate with the nature and status of the 
project; (li) provision for responsibility for 
reliability program implementation; and 
(ill) planned funding (best estimates by 
fiscal year). 

b. Quality Assurance. Include a summary 
of the general quality assurance require¬ 
ments (see Subpart 18-1.50 of this Chapter). 

10. Management Information Systems. 
State what management Information sys¬ 
tems are to be required, such as financial 
management. PERT, Line of Balance, man¬ 
power reporting, etc.; and explain any un¬ 
usual or unique factors. 

11. Precontract Costs. State whether any 
work has been done by the proposed con¬ 
tractor. or is contemplated prior to the date 
the contract becomes binding, and, if so, the 
estimated cost of such work and the means 
proposed for making it compensable under 
the contract. 

12. Technical Data for Reprocurcment. 
State whether follow-on procurement will be 
likely, and if so, the kinds and amounts of 
technical data which will be required to be 
furnished by the contractor in order to re¬ 
procure from sources other than the firm 
performing the contract, or include a state¬ 
ment. prepared by the appropriate technical 
office, setting forth the reasons why data for 
such purposes will not be required. (See 
Subpart 18-9.2.) 

13. Other Pertinent Data. Include here 
any other pertinent data that would be help¬ 
ful to the approving authority in appraising 
the plan for carrying out the procurement. 
Examples are: (1) background information 
not otherwise covered; (11) basis for urgency, 
with related detail; (ill) special provisions 
contemplated; (iv) estimated cost of each 
major segment of the procurement; (v) 
anticipated labor problems where the nature 
of the work and local conditions might pre¬ 
cipitate Jurisdictional strikes; (vi) a recom¬ 
mendation as to what labor provisions. If 
any. should be included in a contract where 
the work relates both to supplies subject to 
the Walsh Healey Act and to construction 
subject to the Davis-Bacon and other acts 
(state estimated proportion of each type of 
work); and (vii) information relating to the 
special requirements of a particular Program 
Office, such os the Apollo Configuration Man¬ 
agement System, Logistics Support Plan. 
Documentation Management Provisions, Pro¬ 
gram Definition Phase procedures, and Work 
Structure Breakdown (identification of the 
relationship of the work to the program as 
a whole and to the portions of the program 
with which It directly Interfaces). 

14. Procurement Action Schedule. Estab¬ 
lish a realistic time schedule for completing 
the major phases of procurement action, 
stated in terms of the length of time allotted 
to each phase. However, In the event that 
work must be commenced by a certain date, 
include also the date by which each phase 
must be completed in order to avoid use of 
a letter contract (except as provided for in 
the plan) or a contractor’s incurrence of 
precontract costs. The schedule should 
cover the entire time from receipt of pur¬ 
chase request (or whatever initiated procure¬ 
ment action) to execution of contract or, 
when required. Headquarters approval of 
contract. 

15. Legal Review of Procurement Plan. 
Include a statement to the effect that the 
procurement plan has been reviewed by 
Counsel for the procurement office (or will 
be reviewed prior to forwarding to the ap¬ 
proving authority) and make reference to 
Counsel's comments attached. 

Particular attention should be given to each 
plan prepared to ensure, not only that both 
its technical and business aspects are sound, 
but that each of the above subjects Included 
In the plan is fully presented and explained, 
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so as to be understandable to personnel out¬ 
side the preparing installation. 

Section 18-3.852-2(a) revised. 

(a) Preparation. Except as provided 
in § 18-3.802-2(d) (2), procurement 
plans which contemplate noncompetitive 
negotiation shall be accompanied with a 
separate document entitled Justification 
for Noncompetitive Procurement. This 
separate document shall: 

(1) Fully express the circumstances 
which operate to make competitive nego¬ 
tiation impractical or not feasible; 

(2) Explain with particularity the ex¬ 
clusive or predominant capability of the 
selected contractor to meet the require¬ 
ments of the procurement; and 

(3) Contain, in the first sentence of 

the document, an appropriate recom¬ 
mendation (e.g., “I recommend that we 
negotiate with the_ 

(Name of company) 

only for the detailed documentation and 
fabrication of_ M ). 

(Item being procured) 

A Justification for Noncompetitive Pro¬ 
curement shall be submitted in accord¬ 
ance with this Regulation regardless of 
which exception of 10 U.S.C. 2304(a) is 
Being cited and relied on as authority to 
negotiate. Each Justification shall re¬ 
flect the degree of consideration which 
has been given to other fil ms in the field 
and cite reasons why they lack the par¬ 
ticular capability which the proposed 
contractor evidences. 

Section 18-3.852-3 revised. 

§ 18—3.852—3 Requirement for prepara¬ 
tion of procurement plans. 

Except for contracts for scientific ex¬ 
periments selected for flight, pursuant to 
NASA Management Instruction 7100.1. 
on each negotiated procurement which it 
is estimated will exceed $100,000, the 
NASA contracting officer shall prepare a 
procurement plan with the advice and 
assistance of the cognizant technical di¬ 
vision. Such plan shall be prepared 
prior to solicitation of proposals. Field 
installations may prescribe the prepara¬ 
tion of a procurement plan for nego¬ 
tiated procurements that are not antici¬ 
pated to exceed $100,000. 

Sections 18-3.852-5(a) and 18-3.852- 
5(c) revised. 

(a) Procurement plans, for other than 
nonpersonal services, require the follow¬ 
ing approval: 

(1) If the contract is not anticipated 
to exceed $1,000,000, the procurement 
plan shall be approved by the procure¬ 
ment officer of the installation, after con¬ 
currence by the chief of the cognizant 
technical division. 

(2) If the contract is anticipated to 
exceed $1,000,000, but not to exceed $5,- 
000,000, the procurement plan shall be 
approved by the Director of the field in¬ 
stallation. If the Director of the field 
installation considers that a Source 
Evaluation Board is not appropriate for 
a particular procurement, he may waive 
the requirement for such a board, pro¬ 
vided that he does so in writing with a 
statement of his reasons for the waiver. 
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Where factors exist which make review 
at Headquarters desirable, the Director 
of the field installation may forward the 
procurement plan with his recommenda¬ 
tion to NASA Headquarters for approval 
in accordance with (3) below. Referral 
of procurement plans to Headquarters is 
desirable where technical responsibility 
remains in Headquarters. 

(3) If the contract is anticipated to 
exceed $5,000,000, the procurement plan 
shall be forwarded to NASA Headquar¬ 
ters for approval in accordance with the 
procedures set forth in paragraph VII, 
D.2., NASA Basic Administrative Proc¬ 
esses (NPC 107). 

(b) In the case of contracts for feasi¬ 
bility studies or preliminary work where 
it is likely that the source selected will 
receive other contracts for later phases 
of the same project, for purposes of ap¬ 
plying the provisions of paragraph (a) 
of this section, the dollar amount of such 
contracts shall be considered to be the 
total dollar amount estimated for the 
entire project rather than the amount 
estimated for the initial contract. 

(c) Procurement plans for nonper¬ 
sonal services shall be approved in ac¬ 
cordance with the procedures set forth 
in paragraph 6.C., NASA Policy and Pro¬ 
cedures for Use of Contracts for Non- 
personal Services (NPC 401). 

Section 18-3.903-2(d) added. 

(d) The responsibility for subcontract 
selection, pricing, and administration 
rests with the prime contractor. Con¬ 
tracting officers must exercise the degree 
of review and surveillance necessary to 
assure that the contractor's responsi¬ 
bilities are being discharged effectively. 
Consequently, the responsibilities of con¬ 
tracting officers do not end with the con¬ 
sent to subcontracts. When a proposed 
subcontract is of substantial magnitude, 
or may reasonably be anticipated to have 
a significant impact on performance 
under the prime contract, contracting 
officers must concern themselves with 
the effectiveness of subcontract admin¬ 
istration. In appropriate circumstances, 
contracting officers may require, as a 
condition to consent, the submission of 
the prime contractor’s plan for adminis¬ 
tration of the subcontract and the pro¬ 
posed method for measuring the effi¬ 
ciency and effectiveness of the subcon¬ 
tractor in the areas of cost, quality, and 
schedule. 

Sections 18-3.903-4<d) through 18- 
3.903-4(g) added. 

(d) Each subcontract will contain all 
of the clauses required by law and the 
prime contract. It should also contain 
any clauses needed to carry out the re¬ 
quirements of the prime contract, even 
though the prime contract does not in¬ 
clude a “flow-down" provision (a flow- 
down provision is one which specifies 
that a clause, or part thereof, shall be 
included in subcontracts in the exact 
wording or with such variations as may 
be authorized by the clause itself). Con¬ 
sent to the placement of individual sub¬ 
contracts will not be granted if {he 
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proposed subcontract omits, restricts, or 
in any way qualifies any of the clauses 
subject to prime contract “flow-down" 
provisions, except as may be authorized 
by the clause itself or when otherwise 
authorized pursuant to § 18-1.109. In 
addition to assuring inclusion of required 
clauses, care should be taken to avoid 
inclusion in the subcontract of prime 
contract provisions which are not appli¬ 
cable to the subcontract. The provisions 
of this Chapter will be referred to, as a 
guide, in determining the need for par¬ 
ticular contract clauses. 

(e) Execution of the certificate of cur¬ 
rent cost or pricing data set forth in 
§ 18-3.807-4 is to be regarded as a con¬ 
dition precedent to subcontract consent 
when such certificate is required as speci¬ 
fied in i 18-3.807-3(c). In the event of 
a subcontractor’s refusal to provide cost 
or pricing data and certification, the 
provisions of § 18-3.807-6 shall be com¬ 
plied with. 

(f) The criteria in ASPR 3-406.1 (b) 
and 3-406.2tb) should be applied in re¬ 
viewing time and material and labor- 
hour subcontracts respectively. Such 
subcontracts will not be consented to un¬ 
less the prime contractor establishes ade¬ 
quate controls to insure proper pricing 
and prevent wasteful operations or it has 
been established that the subcontractor’s 
internal controls and accounting meth¬ 
ods are adequate for the proposed sub¬ 
contract (see § 18-3.903-4(b)). 

(g) The contractor will be required to 
furnish complete justification for pro¬ 
posed subcontract awards, giving ade¬ 
quate information with respect to price 
or cost analysis accomplished, and the 
currency, completeness, and correctness 
of cost or pricing data obtained from the 
proposed subcontractors (see § 18-3.903- 
4(a)(5)). Particular emphasis will be 
placed on substantiating the basis for 
noncompetitive subcontracts and on 
validating the reasonableness of the 
prices resulting therefrom. In general, 
the policies in § 18-3.809 relating to the 
use of audit services as a pricing aid also 
apply to subcontract price or cost analy¬ 
sis. It is the responsibility of the con¬ 
tractor to use his own audit staff in 
connection with subcontract pricing; 
however, audit information supplied by 
Government auditors will be used to the 
fullest practicable extent when; 

(1) The prime contractor has been 
refused access to the records and books 
of account by the subcontractor and all 
reasonable steps, including top manage¬ 
ment participation, have been taken to 
secure such information; 

(2) The subcontractor is currently be¬ 
ing audited by Government auditors in 
connection with other existing prime or 
subcontracts; 

(3) The subcontractor holds subcon¬ 
tracts with two or more prime Govern¬ 
ment contractors and Government audit 
would be more economical and provide 
consistent audit treatment and orderly 
audit administration; or 

(4) The prime contractor has a sub¬ 
stantial or controlling financial interest 
in the subcontractor. 


Section 18-3.903-5 added. 

§ 18-3.903—5 Disputes provisions in 
subcontracts. 

(a) Although consent by a contracting 
officer to a subcontract in and of itself 
does not constitute agreement with the 
terms and conditions of the subcontract, 
a contracting officer shall not consent to 
provisions in subcontracts purporting to 
give the subcontractor a direct right to 
obtain a decision of the contracting offi¬ 
cer or a direct right of appeal to the 
NASA Board of Contract Appeals. The 
Government is entitled to the manage¬ 
ment services of the prime contractor in 
adjusting disputes between t}he prime 
contractor and his subcontractors. Con¬ 
tracting officers should act only in dis¬ 
putes arising under the prime contract, 
and then only with and through the 
prime contractor, even if a subcontractor 
is affected by the dispute between the 
Government and the prime contractor. 
Contracting officers should not partici¬ 
pate in disputes between a prime con¬ 
tractor and his subcontractors. 

(b) A contracting officer should not. 
however, refuse consent to a subcontract, 
particularly under a cost-reimbursement 
type contract, merely because it contains 
a clause that allows the subcontractor, if 
he is affected by a dispute arising under 
the prime contract, an indirect appeal to 
the NASA Board of Contract Appeals 
(1) by asserting the prime contractor’s 
right to take such an appeal, or (2) by 
having the prime contractor prosecute 
such an appeal, on behalf of the subcon¬ 
tractor. Such a clause should not at¬ 
tempt to obligate the contracting officer 
or the Board to decide questions that do 
not arise between the Government and 
the prime contractor, or that not are 
cognizable under the “Disputes" clause of 
the prime contract, and should not at¬ 
tempt to obligate the contracting officer 
to notify or deal directly with the sub¬ 
contractor. Such a clause may appro¬ 
priately provide that the prime contrac¬ 
tor and subcontractor will be equally 
bound by the contracting officer’s or 
Board’s decision on a dispute. 

(c) The prime contractor and his sub¬ 
contractor may agree to arbitration to 
settle disputes. The results of such ar¬ 
bitration and the cost resulting there¬ 
from, however, are not binding on the 
contracting officer; they are subject to 
independent review and approval under 
the prime contract. The contracting of¬ 
ficer should not consent to provisions in 
subcontracts purporting to make the re¬ 
sults of arbitration binding on the 
Government. 

Subpart 18-4.52 revised. 

Subpart 18-4.52—Management En¬ 
gineering or Consultant Services 

§ 18—4.5200 Scope of subpart. 

This Subpart 18-4.52 sets forth the 
policy and procedures for negotiating 
contracts with firms and organizations 
for management engineering or consul¬ 
tant services. The policies and proce¬ 
dures for obtaining the services of in- 
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dividual experts and consultants are set 
forth in NASA Management Manual In¬ 
structions 17-3-16.1 and 17-3-16.2A. 

§ 18—4.5201 Applicability. 

The provisions of this subpart are ap¬ 
plicable to NASA Headquarters offices 
and field installations. In addition, the 
office charged with administration of the 
NASA contract for the operation of the 
Jet Propulsion Laboratory shall ensure 
that proposed JPL subcontracts for man¬ 
agement engineering or consultant serv¬ 
ices are processed in accordance with the 
procedures set forth herein. 

§ 18—1.5202 Definitions. 

The following definitions apply to this 
subpart, (a) The term “firms and or¬ 
ganizations” includes: 

(1) Any business enterprise, associa¬ 
tion, foundation, or educational insti¬ 
tution: and 

(2) Any unit of government outside 
the Federal Government of the United 
States. 

(b) The term “negotiating contracts 
for management engineering or consult¬ 
ing services” includes the negotiation of 
contract modifications or amendments 
directed in full or in part toward the 
procurement of management engineer¬ 
ing or consulting services. 

(c) The term “management engineer¬ 
ing or consultant services” includes: 

(1) Any examination, survey, study, 
review, analysis, assistance, consultation, 
or advice having as its purpose improve¬ 
ment in the effectiveness, efficiency, and 
economy of NASA management opera¬ 
tions; and 

(2) Any effort to improve the NASA 
organizational structure, business sys¬ 
tems, industrial processes, performance 
standards, methods, procedures, plant or 
office layout, managerial skills, or general 
administration, as well as analysis lead¬ 
ing directly to any of these Services. 

The term “management engineering or 
consultant services” does not include 
services for research and development; 
nor does it include reliability studies, 
plant operation and maintenance serv¬ 
ices, architect-engineering services, 
stenographic services, or services of con¬ 
sulting physicians. 

§ 18-4.5203 Policy. 

It is NASA policy to utilize firms and 
organizations outside the Government 
for management engineering or consul¬ 
tant services to improve NASA manage¬ 
ment only when such services are neces¬ 
sary and: 

(a) Comparable services are not ob¬ 
tainable within NASA or from other 
Government organizations; and such 
services are not readily available through 
Civil Service; or 

(b) An assessment of NASA manage¬ 
ment practices by firms or organizations 
outside the Government organizational 
structure demonstrably would prove 
more beneficial than an intragovern- 
mental study. 

§ 18-4.5204 Scope. 

Tlie functions for which management 
consulting firms and other organizations 
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may be of assistance to NASA include, 
but are not limited to, the following: 

(a) Conducting training programs to 
increase the competence and effective¬ 
ness of NASA employees; 

(b) Reviewing NASA support and op¬ 
erating programs (for example, procure¬ 
ment and supply) to increase the re¬ 
sponsiveness of such programs to NASA 
needs; 

(c) Modernizing NASA systems and 
procedures; 

(d) Strengthening NASA organiza¬ 
tion and management structure, plan¬ 
ning, and controls; and 

(e) Organizing new programs or serv¬ 
ices. 

§ 18—1.5205 Procedure. 

§ 18—4.5205—1 Request for approval. 

(a) When a NASA field installation 
considers that management engineering 
or consultant services are necessary and 
desirable, in accordance with the policy 
stated in § 18-4.5203, the installation 
shall, prior to solicitation, secure the 
approval of the Institutional Director. 
Requirements originating within NASA 
Headquarters may be approved by that 
senior official of the originating element 
who reports directly to General Man¬ 
agement. Requests for apprval to pro¬ 
cure such services will be prepared in 
quintuplicate in the format set forth in 
§ 18-4.5206. Prior to approval, the In¬ 
stitutional Director, or other Headquar¬ 
ters official as designated above, will for¬ 
ward two copies of the request to the Di¬ 
rector of Management Analysis (Code 
BX) for concurrence. The approval cycle 
in Headquarters normally will require 
less than 2 calendar weeks. 

(b) The Management Analysis Divi¬ 
sion, NASA Headquarters, will analyze 
and evaluate the request as to: 

(1) The necessity for the task (taking 
into account, for example, whether the 
task is required to be initiated immedi¬ 
ately or should be deferred; and whether 
the problem involved is likely to be af¬ 
fected by other current NASA plans); 

(2) The proposed method of accom¬ 
plishment as compared to alternative 
feasible methods (whether, for example, 
instead of contracting for management 
consultant or advisory services, it would 
be more expeditious and less costly for 
NASA to hire experts temporarily on a 
per diem basis); 

(3) The significance of the problem 
and the extent to which it relates to 
NASA functions generally and to differ¬ 
ent NASA organizational elements; and 

(4) Other pertinent considerations. 

§ 18—4.5205—2 Negotiation of contracts. 

(a) Unless noncompetitive negotiation 
is authorized (see 5 18-3.802-2(d), ne¬ 
gotiation of contracts shall be conducted 
with a sufficient number of firms or 
organizations to permit NASA to evalu¬ 
ate, prior to making award, the compara¬ 
tive merits of qualified sources and of 
different approaches to the task. 

(b) Contracting officers shall include 
in the request for proposals a require¬ 
ment that each offeror furnish the fol¬ 
lowing information with his price quota¬ 
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tion, nonwithstanding the type of 
contract anticipated: 

(1) The name(s) and qualifications of 
principal members of the contractor 
organization who will be responsible for 
the project; 

(2) The title of each official and the 
number of employees who will par¬ 
ticipate ; 

(3) The estimated number of man¬ 
hours that each official and employee 
will contribute to the proposed project, 
and 

(4) The standard billing rate per 
hour for each official and employee. The 
contract shall establish requirements to 
ensure that the proposal of the success¬ 
ful offeror will he adhered to (as ne¬ 
gotiated and agreed to) in each of the 
above respects. 

(c) In addition, the request for pro¬ 
posals and the resulting contract shall 
contain the following provisions: 

(1) That the contractor warrants the 
rates quoted are not in excess of those 
charged nongovernmental clients for the 
same services performed by the same 
individuals; 

(2) That the Government has the 
right to the working papers used by the 
participating officials and employees of 
the firm or organization in connection 
with the project; 

(3) That publication or distribution 
of the study, data, or other related ma¬ 
terial is prohibited, except to the extent 
authorized by the contracting officer; 
and 

(4) That the contractor agrees that 
any reports regarding organizational 
matters (as required by the contract) 
shall include, when feasible, in addition 
to the recommendations, alternative 
methods to be considered and the pros 
and cons of each alternative. 

§ 18—4.5205—3 Contract award und ap¬ 
proval. 

Unless otherwise required by Subpart 
18-50.1 of this Chapter, or by direction 
of the Institutional Director, awards may 
be made without further reference to 
Headquarters after the approval required 
by § 18-4.5205-1 has been obtained. 

§ 18-4.5205-4 Copies of reports and 
recommendation*. 

Upon completion of the services re¬ 
quired, the initiating office shall forward 
one copy of all reports or recommenda¬ 
tions made by the consulting firm or 
organization to the Management Analy¬ 
sis Division (Code BX), NASA Head¬ 
quarters, and four copies to the cognizant 
Institutional Director or othei' Head¬ 
quarters official approving the request 
as set forth in § 18-4.5205-1. 

§ 18—4.5206 Format for requesting ap¬ 
proval for use of management engi¬ 
neering or consultant service*. 

Request for Approval to Procure Manage¬ 
ment Engineering or Consultant Services 

Date:_ 

1 . It is requested that approval be granted 
to solicit proposals and contract for: 
(Give detailed description of statement of 
work to be performed.) 

2. The desired goals or results of this work 
are: 
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3. It is believed that this work will be bene¬ 
ficial to NASA and the Government for 
the following reasons (list reasons In con¬ 
cise language). 

4. Statement of those organizational groups 
within NASA or other Government agen¬ 
cies known to have any degree of capabil¬ 
ity In the field this work encompasses. 

5. Give reasons or opinions why this work 
could not or should not be conducted by 
NASA or other Government personnel. 

6 . State type and extent of agency partici¬ 

pation necessary; that is, If agency per¬ 
sonnel will be required to work with those 
providing service; describe how many, 
types, tasks, etc. Also give description of 
type of support required, if any, such as 
office or other space, supplies, materials, 
etc. % 

7. Describe any travel anticipated or re¬ 
quired in connection with the service. 

8 . Give estimate of time and number of 
personnel (all types) and any additional 
items or facilities required to produce 
desired results. 

9. Give estimated costs and source of funds. 

10. If the request is for one designated firm 
or organization to undertake the work, 
identify the firm or organization in detail, 
give special qualifications, and reasons 
Justifying the selection. 

11. If the request is not limited to one firm 
or organization, list the sources proposed 
for solicitation. 

12. Give an opinion as to the effect on NASA 
if the request is not approved. 

Sections 18-5.903-1 and 18-5.903-2 re¬ 
vised. 

§ 18-5.908-1 Basic authority. 

Contractors shall be authorized to 
utilize General Services Administration 
supply sources only when: 

(a) Title to property purchased under 
Federal Supply Schedule contracts will 
pass to and vest in the Government di¬ 
rectly from the Federal Supply Schedule 
contractor (rather than through the 
prime contractor); 

(b) Title to Government-owned prop¬ 
erty ordered from General Services Ad¬ 
ministration stores stock will remain in 
the Government, or 

(c) Equipment ordered on a lease or 
rental basis under Federal Supply Sched¬ 
ule contracts will be used solely in the 
performance of cost-reimbursement type 
Government contracts. 

§ 18—5.903—2 Formal and contents of 
authorizations. 

Authorizations shall be in writing and 
shall cite the contract number, specify 
any applicable limitations on the author¬ 
ity, such as the period of eligibility, and 
contain any other pertinent information, 
including requirements relative to order¬ 
ing, receiving, inspection, and payment. 
The written authorization shall be in sub¬ 
stantially the same format as that set 
forth in § 18-5.906. 

Sections 18-5.904-1 and 18-5.906 re¬ 
vised. 

§ 18—5.904—1 Purchase orders under 
Federal Supply Schedule contracts. 

Orders by contractors under Federal 
Supply Schedule contracts shall be 
placed in accordance with the provisions 
of the applicable Federal Supply Sched¬ 
ule and the authorization. Such orders 
shall be accompanied by a copy of the 
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authorization (unless a copy was previ¬ 
ously furnished to the Federal Supply 
Schedule contractor) and shall contain 
the statement set forth in paragraph 2.a 
of the format for authorization set forth 
in § 18-5.906. 

§ 18-5.906 Format for authorization for 
contractors to une GSA supply 
sources. 

Subject: Authorization to Lease, Rent or 
Purchase from General Services Administra¬ 
tion Supply Sources 


(Contractor’s name) 


( Address) 

1. You are hereby authorized to act for the 
Government In the following matters: 

a. The purchasing of property for acquisi¬ 
tion under Contract No. _ which Is 

available for purchase by Government agen¬ 
cies either directly from the General Services 
Administration Stores Depots or under Fed¬ 
eral Supply Schedules, subject to the limita¬ 
tions set forth herein. 

b. The leasing or rental of equipment for 

use on Contract No._which Is avail¬ 

able for lease or rental by Government agen¬ 
cies under Federal Supply Schedules, subject 
to the limitations set fprth herein. 

c. The issuance of tax exemption certifi¬ 
cates In lieu of the payment of State or other 
taxes for which the Government is not liable 
on property purchased under this authoriza¬ 
tion. 

2. a. Purchase Orders Under Federal Supply 
Schedule Contracts. Orders shall be placed 
in accordance with the terms and conditions 
of the attached Federal Supply Schedule and 
this authorization. A copy of this authori¬ 
zation shall be attached to the order (unless 
a copy was previously furnished to the Fed¬ 
eral Supply Schedule contractor) and shall 
contain the following statement: 

This order Is placed on behalf of the Na¬ 
tional Aeronautics and Space Administra¬ 
tion, in furtherance of United States Gov¬ 
ernment Contract No. (Insert contract num¬ 
ber), pursuant to written authorization 

dated .. •( ]. Title 

to property purchased hereunder shall vest 
in the United States Government. In the 
event of any inconsistency between the terms 
and conditions of this order and those of the 
Federal Supply Schedule contract, the latter 
will govern. 

b. Orders for Items in the General Services 
Administration Stores Stock Catalog. Orders 
shall be placed in accordance with the at¬ 
tached General Services Administration 
Stores Stock Catalog and this authorization. 
Include the address to which billings are to 
be sent. Bills are not issued by General 
Services Administration until after shipment 
£as been made, and should therefore be paid 
promptly. Necessary adjustments, if any, 
will be made by General Services Adminis¬ 
tration subsequent to payment. All orders 
shall contain the following statement: 

This order is placed on behalf of the Na¬ 
tional Aeronautics and Space Administration, 
in furtherance of United States Government 
Contract No. (Insert contract number), pur¬ 
suant to written authorization dated_* 

-•( ]. Title to property delivered 

hereunder shall remain in the United States 
Government. 

3. (Other provisions.) 

4. This authority hereby granted is not 
transferable or assignable. 


(Contracting Officer) 

•Insert “a copy of which is attached,” or 
“a copy of which you have on file,” or other 
suitable language, as appropriate. 


Sections 18-5.1002-1 (a) and 18-5.1002- 
1(b) revised. 

(a) The NASA-Defense Purchase Re¬ 
quest (NASA Form 523) shall be used by 
NASA procurement offices for requesting 
procurement of supplies or services from 
all activities of the Military Depart¬ 
ments. The form shall not be used for 
requesting: 

(1) Block transfers of excess property 
between NASA and the Military Depart¬ 
ments; or 

(2) Performance by the Military De¬ 
partments of field service functions re¬ 
lated to NASA contracts. Individual 
NASA-Defense Purchase Requests shall 
be prepared in accordance with the in¬ 
structions on the reverse of NASA Form 
523 and shall be numbered in accordance 
with § 18-50.303. 

(3) Stock items which the military de¬ 
partments normally purchase and stock 
for military use. Supplies of this nature 
may be requisitioned using appropriate 
DOD forms when they are provided by 
and are acceptable to or preferred by the 
military department supplying activity 
or as otherwise mutually agreed upon by 
the parties. 

(b) Except, as prescribed in § 18— 
5.5002, when procurement from or 
through the Air Force is requested, NASA 
Form 523 shall be sent to Headquarters, 
AF Systems Command, SCCPR, Andrews 
Air Force Base, Washington, D.C., 20331. 

Section 18-5.1002-3 revised in its en¬ 
tirety. 

§ 18-5.1002—3 Acceptance by Military 
I Department. 

(a) Except as provided in § 18-5.1002- 
3(c), within 30 days after receipt of 
NASA-Defense Purchase Request, the 
Military Department concerned will for¬ 
ward to the initiator of the request a 
DD Acceptance of MIPR form, DD Form 
448-2, in quadruplicate in accordance 
with instructions contained in ASPR 
5-1109. Each DD Acceptance Form will 
show the action being taken or to be 
taken to fill the requirement and the 
name and complete address of the De¬ 
partment of Defense procurement ac¬ 
tivity for future direct contact by the 
initiator. 

(b) To the extent feasible, all docu¬ 
ments including acceptances, contracts, 
correspondence, shipping documents, 
work or project orders, and Standard 
Form 1080 (Voucher for Transfer be¬ 
tween Appropriations and/or Funds) 
billings will reference the NASA-Defense 
Purchase Request number and the item 
number when appropriate. 

Subpart 18-5.50 added. 

Subpart 18—5.50—Procuring Mate¬ 
rials from the Missile Procurement 

Fund—Department of the Air Force 

§ 18-5.5000 Scop*». 

This Subpart 18-5.50 provides the pro¬ 
cedure for NASA field installations and 
contractors to obtain propellants, oxidi¬ 
zers, fuels, pressurants, and related ma¬ 
terials from the Air Force Missile Pro¬ 
curement Fund. 
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§ 18-5.5001 General. 

The Department of the Air Force has 
assigned the operational authority and 
responsibility for the procurement and 
distribution of missile propellants and 
related items to the Middletown Air Ma¬ 
teriel Area (MAAMA), Olmsted Air 
Force Base, Pa. Propellants, oxidizers, 
fuels, pressurants, and related materials 
are financed under a single Air Force 
appropriation designated the “Missile 
Procurement Fund*’ (MPF). Supplies 
are obtained by MAAMA from Govern¬ 
ment-owned contractor-operated plants 
and by consolidated procurements from 
industry. NASA, other Government 
agencies, and contractors (where mate¬ 
rials are Government-furnished) may 
acquire from MAAMA the items listed in 
§ 18-52.507 of this Chapter on a reim¬ 
bursable basis. The Air Force MPF 
shall be utilized as a supply source for 
propellants whenever there are economic 
or other advantages to the Government. 

§ 18—5.5002 RcqucHt* for procurement. 

To obtain the materials listed in § 18- 
52.507 from the Air Force MPF, NASA 
procurement offices will execute a NASA- 
Defense Purchase Request (NASA Form 
523) in accordance with § 18-5.1002 and 
forward it to Headquarters, Middletown 
Air Materiel Area, Olmsted Air Force 
Base, Pa.. Attention: MAOS. The fol¬ 
lowing additional information should 
also be provided on the form: 

(a) Contract number (when material 
is required for use by a NASA contrac¬ 
tor) ; 

(b) Delivery address; and 

(c) Mode of transportation (rail, 
trailer, barge, etc.) 

When the purchase request covers re¬ 
quirements for materials which have not 
been previously forecast, as provided by 
Subpart 18-52.5 of this chapter, or covers 
significant changes to previously reported 
requirements, the Office of Procurement 
(Code KDF) should be notified immedi¬ 
ately of such requirements. 

§ 18—5.5003 Delivery requests. 

A delivery request is a call on the Air 
Force, made against a Purchase Request 
(NASA Form 523), which specifies the 
time and place of delivery. On the basis 
of the estimated requirements (see Sub¬ 
part 18-52.5), the Air Force will notify 
NASA field installations and contractors 
of the name and address of the Air Force 
office or producing contractor's plant to 
which requests for delivery of materials 
shall be made. Delivery requests may 
be placed by any means of communica¬ 
tion that time justifies; however, all 
verbal requests for delivery must be con¬ 
firmed by a written request within 24 
hours. The delivery request, both oral 
and written, must cite the NASA-Defense 
Purchase Request number under which 
the material is being ordered and con¬ 
tain the following information: 

(a) Nomenclature and Federal Stock 
Number; 

(b) Quantity; 

(c) Program, proj ect, and task; 
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(d) Contract number (when the ma¬ 
terial is required for use by a NASA 
contractor); 

(e) delivery address; 

(f) dates of delivery; 

(g) mode of transportation; and 

(h) location of weighing stations and 
scales (if weighing of the products prior 
to delivery is required). 

§ 18—5.5003—1 Numbering. 

Each delivery request shall be num¬ 
bered in the following manner to simplify 
identification and control. The number 
shall consist of the last two digits of the 
calendar year (i.e., 64) followed by a 
dash (—) and a numerical designator 
of the month submitted (i.e., 8 for Au¬ 
gust) and a dash (—) and a consecu¬ 
tive running system beginning with 1. 
For example, a request number would 
appear as follows: 64-8-1. For next re¬ 
quest would be written 64-8-2, etc. 
Changes to a request would be identi¬ 
fied by adding an alphabetical des¬ 
ignator beginning with A to the num¬ 
ber. For example, the first change to 
request number 64-8-2 would be written 
64-8-2A, etc. The above numbering 
system is not intended to replace or to 
interfere with existing NASA purchase 
order numbering or internal budget or 
accounting numbering procedures. 

§ 18—5.5004 Receiving procedures. 

§ 18—5.5004—1 Receiving documents. 

Receipt of materials will be evidenced 
by the signature of an individual author¬ 
ized by NASA to receive materials from 
the Air Force on: 

(a) USAF Propellant Sale/Return Slip 
(AF Form 857)—when materials are re¬ 
ceived directly from the Air Force in¬ 
ventory. 

(b) Materiel Inspection and Receiving 
Report (DD Form 250)—when mate¬ 
rials are received directly from a com¬ 
mercial producer’s plant; or 

(c) Other receiving forms—when ma¬ 
terials are received from or through other 
Government agencies. 

Every effort should be made to ensure 
that the NASA-Defense Purchase Re¬ 
quest number is recorded on the receiv¬ 
ing document prior to signing. 

§ 18-5.5004—2 Weighing facilities. 

Local weighing facilities (NASA- 
owned, contractor-owned, commercial or 
state operated) may be used to determine 
quantities of product received. If a dis¬ 
crepancy exists between the quantities 
shown on receiving documents and the 
quantities actually received: 

(a) A certified weighing ticket evi¬ 
dencing actual weight at destination will 
be obtained; and 

(b) A copy of the receiving document 
(AF Sale/Return Slip or DD Form 250) 
and the original weighing ticket will be 
forwarded to Headquarters, Middletown 
Air Materiel Area, Olmsted Air Force 
Base, Pa., Attention: MACAOX, identi¬ 
fying the discrepancy. 

§ 18-5.5004—3 Distribution of receipts. 

Copies of all receiving documents ex¬ 
cept the USAF Propellant Sale/Retum 
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Slip (Form 857) shall be transmitted to 
the Headquarters, Middletown Air Mate¬ 
riel Area, Olmsted Air Force Base, Pa., 
Attention: MACAOX. Receiving docu¬ 
ments may be accumulated and sub¬ 
mitted on the 10th, 20th, and last day 
of each month. 

§ 18-5.5005 Billing. 

The costs for materials obtained 
through the Air Force Missile Procure¬ 
ment Fund are reimbursable. After de¬ 
livery, a Standard Form 1080 (Voucher 
for Transfers Between Appropriations 
and/or Funds (Disbursement)), sup¬ 
ported by documentary evidence of de¬ 
livery. will be submitted by Headquar¬ 
ters, MAAMA to the NASA installation 
designated in the NASA-DOD Purchase 
Request (NASA Form 523). 

Subpart 18-5.51 added. 

Subpart 18—5.51—Procurement of 

Items Designated as Potentially 

Hazardous 

§ 18-5.5100 Scope. 

This Subpart 18-5.51 provides policies 
and procedures for the procurement of 
items designated as potentially hazard¬ 
ous from or through other Government 
agencies. 

§ 18-5.5101 Policy. 

(a) If the order or request or other 
appropriate document communicating 
NASA’s requirements involves the pro¬ 
curement of items designated as poten¬ 
tially hazardous, copies of required 
provisions and clauses (see §§ 18-1.351, 
18-3.850 and 18-9.204-52), together with 
instructions for their inclusion in IFB’s, 
RFP’s and contracts, shall be furnished 
to the Government agency. 

(b) If the order or request or other 
appropriate document communicating 
NASA’s requirements involves the deliv¬ 
ery of items designated as potentially 
hazardous to the Government or to a 
Government contractor or subcontractor, 
the Government agency receiving the re¬ 
quest shall be requested to furnish the 
data required by §§ 18-1.351, 18-3.850 
and 18-9.204-52. 

Section 18-6.601 revised. 

§ 18—6.601 Duties and customs on for¬ 
eign purchases. 

Ordinarily, duty must be paid in con¬ 
nection with the importation of supplies 
purchased by NASA outside the United 
States as provided in the tariff sched¬ 
ules set forth in 19 U.S.C. 1202 (Public 
Law 87-456, title HI, Section 303(c), 
approved May 24, 1962; 76 Stat. 78). 
However, many items are listed in the 
schedules as being duty-free. Schedule 
8 of § 1202 is specifically directed to items 
which may be imported duty-free under 
conditions set forth in connection with 
the various items listed therein. Par¬ 
ticular attention is invited to the follow¬ 
ing authorized exemptions: 

(a) Item 832 of Part 3 of Schedule 8 
provides that “emergency war materials 
purchased abroad” may be imported 
duty-free upon certification by the Mili¬ 
tary Departments to the Commissioner 
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of Customs. Accordingly, when a Mili¬ 
tary Department makes a purchase on 
behalf of NASA, or when NASA is making 
a purchase for a Military Department, 
the above duty-free exemption authority 
shall be used to the maximum extent 
practicable. The policies and procedures 
for effecting duty-free entry of such ma¬ 
terials are set forth in ASPR, Section VI, 
Part 6; 

(b) Item 864.30 of Part 5, Schedule 8 
provides for the duty-free exemption 
of “articles intended solely for testing, 
experimental or review purposes includ¬ 
ing plans, specifications, drawings, 
photographs, and similar articles for use 
in connection with experimental study’ 1 
subject to the limitations set forth in 
headnote 1, under Item 862.20 of Part 5, 
Schedule 8: and 

(c) Certain supplies (not including 
equipment) for vessels or aircraft oper¬ 
ated by the United States are exempt 
from duty under 19 U.S.C. 1309. 

Subpart 18-6.8 added. 

Subpart 18-6.8—Balance of Payments 

Programs—Offshore Procurement 


propria tion or fund is to be used for 
payment. This should include contracts 
with American contractors, to the extent 
that the contractor may be expected to 
require such currencies for necessary ex¬ 
penses in the country involved. 

§ 18-6.801—3 Obligation* incurred in 
certain additional countries. 

In addition to the countries named 
above, the supply of currencies available 
for U.S. programs in the following coun¬ 
tries, although in no case sufficient to be 
declared an excess currency country, is 
above our immediate needs: 


Taiwan. 

Colombia. 

Finland. 

Guinea. 

Greece. 


Indonesia. 

Tunisia. 

Turkey. 

Uruguay. 

Syria. 


A special effort should be made to make 
sure that contracts and other obligations 
incurred in these countries are also made 
payable in foreign currencies rather than 
U.S. dollars, wherever possible, in the 
same manner as for the excess currency 
countries. 

Section 18-7.103-8 revised. 


§ 18—6.801 Use of excess foreign cur¬ 
rencies. 

It is the policy of NASA to utilize all 
possible actions to minimize payments 
and maximize receipts entering into the 
balance of payments. In carrying out 
this policy, procurement offices should 
to the maximum extent practicable en¬ 
sure that contracts and other obligations 
incurred in the countries named below 
are made payable in foreign currencies 
rather than U.S. dollars. The expendi¬ 
ture, in these countries, of foreign cur¬ 
rencies rather than U.S. dollars provides 
a saving in the budget and improves the 
balance of payments situation. “Special 
foreign currency program” appropria¬ 
tions for 1965 will be available for pur¬ 
chase of currencies of the following 
countries in which the Treasury Depart¬ 
ment has determined that our supply of 
currencies is to be considered excess to 
our normal requirements: 


Burma. 

India. 

Israel. 

Pakistan. 


Poland. 

United Arab Re¬ 
public (Egypt). 
Yugoslavia. 


§ 18-6.801-1 Excess currencies. Fiscal 
Year 1966. 


It is expected that currencies of the 
countries listed above will continue to be 
designated as excess to our normal re¬ 
quirements for fiscal year 1966. In addi¬ 
tion, it is also expected that Brazil will be 
designated as an excess currency country 
upon the signing of the contemplated 6th 
agreement under Title I of the Agricul¬ 
tural Trade Development and Assistance 
Act of 1954, as amended (Public Law 
480). 


§ 18—6.801—2 Obligation* incurred in 
excess currency countries. 

NASA procurement offices should es¬ 
tablish procedures to ensure that con¬ 
tracts and other obligations incurred in 
the countries named above are made 
payable in foreign currencies rather 
than in U.S. dollars, no matter what ap- 


§ 18—7.103—8 Assignment of claims. 
Assignment of Claims (September 1962) 

(a) Pursuant to the provisions of the As¬ 
signment of Claims Act of 1940, as amended 
(31 US.C. 203, 41 US.C. 15), if this contract 
provides for payments aggregating $1,000 or 
more, claims for moneys due or to become 
due the Contractor from the Government 
under this contract may be assigned to a 
bank, trust company, or other financing in¬ 
stitution. including any Federal lending 
agency, and may thereafter be further as¬ 
signed and reassigned to any such institu¬ 
tion. Any such assignment or reassignment 
shall cover all amounts payable under this 
contract and not already paid, and shall not 
be made to more than one party, except that 
any such assignment or reassignment may be 
made to one party as agent or trustee for two 
or more parties participating in such financ¬ 
ing. Unless otherwise provided in this con¬ 
tract. payments to an assignee of any moneys 
due or to become due under this contract 
shall not, to the extent provided in said Act, 
as amended, be subject to reduction or setoff. 
(The preceding sentence applies only if this 
contract is made in time of war or national 
emergency as defined In said Act and Is with 
the Department of Defense, the General 
Services Administration, the Atomic Energy 
Commission, the National Aeronautics and 
Space Administration, the Federal Aviation 
Agency, or any other department or agency 
of the United States designated by the Presi¬ 
dent pursuant to Clause 4 of the proviso of 
section 1 of the Assignment of Claims Act of 
1940, as amended by the Act of May 15, 1951, 
65 Stat. 41.) 

(b) In no event shall copies of this con¬ 
tract or of Any plans, specifications, or other 
similar documents relating to work under 
this contract, if marked “Top Secret,” “Se¬ 
cret.” or “Confidential,” be furnished to any 
assignee of any claim arising under this con¬ 
tract or to any other person not entitled to 
receive the same. However, a copy of any 
part or all of this contract so marked may 
be furnished, or any information contained 
therein may be disclosed, to such assignee 
upon the prior written authorization of the 
Contracting Officer. 

In negotiated procurement, where a con¬ 
tractor is indebted to the Government as 
a result of dealings with NASA or other 


Government agencies, the last sentence 
before the sentence in parentheses of 
paragraph (a) of the “Assignment of 
Claims” clause, which is commonly re¬ 
ferred to as the “no-set-off” provision, 
shall be omitted if such action is re¬ 
quested by other Government agencies 
or if it otherwise appears to be appro¬ 
priate to protect the interests of the Gov¬ 
ernment. In any event, the “no-set-off” 
provision shall be omitted from contracts 
for transportation services provided by 
common carriers who are subject to the 
Interstate Commerce Act, as amended, 
or the Civil Aeronautics Act of 1938. 

Section 18-7.103-16 revised. 

§ 18—7.103—16 Contract Work Hours 
Standards Act—Overtime Compensa¬ 
tion. 

Insert the clause set forth in § 18- 
12.303-1. Note the prefatory language 
required by § 18-12.303-2 for use in con¬ 
tracts with a State or political subdivi¬ 
sion thereof. 

Section 18-7.103-18 revised. 

§ 18—7.103—18 Equal opportunity. 

Insert one or the other of the following 
clauses, as required by and in accordance 
with the instructions in § 18-12.802: (a) 
the Equal Opportunity clause set forth in 
§ 18-12.802-1, or (b) the Equal Oppor¬ 
tunity in Federally Assisted Construc¬ 
tion Contracts clause set forth in § 18- 
12.802-2. 

Section 18-7.104-1 (a) revised. 

§ 18-7.104—1 Clouse* for contracts in¬ 
volving construction work. 

(a) In accordance with the require¬ 
ments of Subpart 18-12.4, insert in fixed- 
price supply contracts which involve con¬ 
struction work the clauses listed below, 
which are set forth in § 18-12.403-1: 
Davis-Bacon Act. 

Contract Work Hours Standards Act—Over¬ 
time Compensation. 

Apprentices. 

Payrolls and Payroll Records. 

Compliance With Copeland Regulations. 
Withholding of Funds. 

Subcontracts. 

Contract Termination—Debarment. 

Sections 18-7.104-7 and 18-7.104-9 re¬ 
vised. 

§ 18-7.104—7 New technology. 

In accordance with the requirements 
of § 18-9.101-2, insert the clause set 
forth in § 18-9.101-4. 

§ 18-7.104—9 Rights in data. 

In accordance with the requirements 
of § 18-9.203, insert the clause in § 18- 
9.203-1, as amended by 5 18-9.203-2 and, 
if applicable, by § 18-9.203-3. 

Section 18-4.104-57 revised. 

§ 18-7.104—57 Liability for Government 
property furnished for repair or 
other services. 

In accordance with the requirements 
of 5 18-13.502-50, insert the clause set 
forth therein. 

Sections 18-7.104-58 through 18-7.- 
104-62 added. 
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§ 18—7.101—58 Safety and health. 

In accordance with the requirements 
of Subpart § 18-10.50, Insert the clause 
set forth in § 18-10.5004. 

§ 18—7.104—59 Non-use of foreign-flag 
vessels engaged in Cuban trade. 

In accordance with the requirements 
of § 18-1.1410, Insert the clause set forth 
therein. 

§ 18—7.104—60 Report on NASA sub¬ 
contracts. 

In accordance with the requirements 
of 8 18-16.904-3, insert the clause set 
forth therein. 

§ 18—7.104—61 Rights in data for po¬ 
tentially hazardous items. 

In accordance with the requirements 
of § 18-9.204-52, insert the clause set 
forth in § 18-9.204-52 (c). 

§ 18-7.104—62 Potentially hazardous 
items. 

In accordance with the requirements 
of § 18-1.351, insert the clause set forth 
therein. 

Section 18-7.203-16 revised. 

§ 18—7.203—16 Contract Work Hours 
Standards Act—overtime compensa¬ 
tion. 

Insert the clause set forth in § 18- 
12.303-1. Note the introductory lan¬ 
guage required by § 18-12.303-2 for in¬ 
clusion in contracts with a State or 
political subdivision thereof. 

Section 18-7.203-18 revised. 

§ 18—7.203—18 Equal opportunity. 

Insert one or the other of the follow¬ 
ing clauses, as required by and in ac¬ 
cordance with the instructions in § 18- 
12.802: (a) the Equal Opportunity clause 
set forth in 8 18-12.802-1, or (b) the 
Equal Opportunity in Federally Assisted 
Construction Contracts clause set forth 
in § 18-12.802-2. 

Sections 18-7.204-1 (a). 18-7.204-7 and 
18-7.204-9 revised. 

(a) In accordance with the require¬ 
ments of Subpart 18-12.4, insert in cost- 
reimbursement type supply contracts 
which involve construction work the 
clauses listed below which are set forth 
in § 18-12.403-1: 

DavIs-Bacon Act. 

Contract Work Hours Standards Act—Over¬ 
time Compensation. 

Apprentices. 

Payrolls and Payroll Records. 

Compliance With Copeland Regulations. 
Withholding of Funds. 

Subcontracts. 

Contract Termination—Debarment. 

§ 18—7.20*1—7 New technology. 

In accordance with the requirements 
of § 18-9.101-2, insert the clause set 
forth in 8 18-9.101-4. 

§ 18—7.204—9 Rights in data. 

In accordance with the requirements 
of § 18-9.203, insert the clause in § 18- 
9.203-1, as amended by § 18-9.203-2 and, 
if applicable, by § 18-9.203-3. 


Section 18-7.204-57 canceled (re¬ 
served) and §5 18-7.204-58 through 18- 
7.204-62 added. 

§ 18-7.204—58 Safety and health. 

In accordance with the requirements 
of Subpart 18-10.50, insert the clause 
set forth in § 18-10.5004. 

§ 18-7.204—59 Non-use of Foreign-flag 
vessels engaged in Cuban trade. 

In accordance with the requirements 
of § 18-1.1410, insert the clause set forth 
therein. 

§ 18—7.204—60 Report on NASA sub¬ 
contracts. 

In accordance with the requirements 
of 8 18-16.904-3, insert the clause set 
forth therein. 

§ 18—7.204—61 Rights in data for po¬ 
tentially hazardous items. 

In accordance with the requirements 
of § 18-9.204-52, insert the clause set 
forth in § 18-9.204-52 (c). 

§ 18—7.201—62 Potentially hazardous 
items. 

In accordance with the requirements 
of § 18-1.351, insert the clause set forth 
therein. 

Section 18-7.302-16 revised. 

§ 18-7.302—16 Contract Work Hours 
Standards Act—overtime compensa¬ 
tion. 

Insert the clause set forth in § 18-12.- 
303-1. Note the introductory language 
required by § 18-12.303-2 for inclusion 
in contracts with a State or political sub¬ 
division thereof. 

Section 18-7.302-17 revised. 

§ 18—7.302—17 Equal opportunity. 

Insert one or the other of the follow¬ 
ing clauses, as required by and in accord¬ 
ance with the instructions in § 18-12.802: 
(a) the Equal Opportunity clause set 
forth in § 18-12.802-1, or (b) the Equal 
Opportunity in Federally Assisted Con¬ 
struction Contracts clause set forth in 
§ 18-12.802-2. 

Sections 18-7.303-1 (a) and 18-7.303- 
13 revised. 

(a) In accordance with the require¬ 
ments of Subpart 18-12.4, insert in fixed- 
price research and development contracts 
which involve construction work the 
clauses listed below, which are set forth 
in § 18-12.403-1: 

Davis-Bacon Act. 

Contract Work Hours Standards Act—Over¬ 
time Compensation. 

Apprentices. 

Payrolls and Payroll Records. 

Compliance with Copeland Regulations. 
Withholding of Funds. 

Subcontracts. 

Contract Termination—Debarment. 

§ 18-7.303-13 Changes to makc-or-btiy 
program. 

In accordance with the requirements of 
Subpart 18-3.9, insert the clause set 
forth in § 18-3.902-1 (a). 

Sections 18-7.303-57 through 18-7.303- 
62 added. 


§ 18-7.303-57 Key personnel and fa¬ 
cilities. 

In accordance with the requirements 
of § 18-1.352, insert the clause set forth 
therein. 

§ 18-7.303-58 Safety and health. 

In accordance with the requirements of 
Subpart 18-10.50, insert the clause set 
forth in § 18-10.5004, 

§ 18—7.303—59 Non-use of foreign-flag 
vessels engaged in Cuban trade. 

In accordance with the requirements 
of § 18-1.1410, insert the clause set forth 
therein. 

§ 18-7.303-60 Report on NASA sub¬ 
contracts. 

In accordance with the requirements 
of § 18-16.904-3, insert the clause set 
forth therein. 

§ 18—7.303—61 Rights in data for po¬ 
tentially hazardous items. 

In accordance with the requirements 
of § 18-9.204-52, insert the clause set 
forth in § 18-9.204-52(c). 

§ 18-7.303-62 Potentially hazardous 
items. 

In accordance with the requirements 
of § 18-1.351, insert the clause set forth 
therein. 

Section 18-7.350-7 revised. 

§ 18-7.350—7 Property rights in inven¬ 
tions. 

Insert the clause set forth in § 18- 
9.101-5. 

Section 18-7.350-14 revised. 

§ 18-7.350-14 Equal opportunity. 

Insert one or the other of the following 
clauses, as required by and in accordance 
with the instructions in § 18-12.802: (a) 
the Equal Opportunity clause set forth 
in § 18-12.802-1, or (b) the Equal Op- 
portunity in Federally Assisted Construc¬ 
tion Contracts clause set forth in § 18- 
12.802-2. 

Section 18-7.402-16 revised. 

§ 18—7.402—16 Contract Work Hours 
Standards Act—overtime compensa¬ 
tion. 

Insert the clause set forth in § 18- 
12.303-1. Note the introductory lan¬ 
guage required by § 18-12.303-2 for inclu¬ 
sion in contracts with a State or political 
subdivision thereof. 

Section 18-7.402-17 revised. 

§ 18-7.402—17 Equal opportunity. 

Insert one or the other of the following 
clauses, as required by and in accordance 
with the instructions in § 18-12.802: (a) 
the Equal Opportunity clause set forth in 
§ 18-12.802-1, or (b) the Equal Oppor¬ 
tunity in Federally Assisted Construction 
Contracts clause set forth in § 18- 
12.802-2. 

Section 18-7.402-22 revised. 

§ 18—7.402—22 New technology. 

In accordance with the requirements of 
§ 18-9.101-2, insert the clause set forth 
in § 18-9.101-4. 


No. li—pt. n- 
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Sections 18-7.403-Ha), 18-7.403-9 and 
18-7.403-14 revised. 

(a) In accordance with the require¬ 
ments of Subpart 18-12.4, insert in cost- 
reimbursement type research and devel¬ 
opment contracts which involve con¬ 
struction work the clauses listed below, 
which are set forth in § 18-12.403-1: 

Davis-Bacon Act. 

Contract Work Hours Standards Act—Over¬ 
time Compensation. 

Apprentices. 

Payrolls and Payroll Records. 

Compliance with Copeland Regulations. 
Withholding ol Funds. 

Subcontracts. 

Contract Termination—Debarment. 

g 18-7.403—9 Negotiated overhead rates. 

When negotiated overhead rates are 
to be used pursuant to Subpart 18-3.7, 
the appropriate clause set forth in § 18- 
3.704 shall be included in the contract. 

§ 18—7.403—14 Changes to make-or-buy 
program. 

In accordance with the requirements of 
Subpart 18-3.9, Insert the clause set forth 
in § 18-3.902-1 (a). 

Sections 18-7.403-57 through 18-7.403- 
62 added. 

§ 18—7.403—57 Key personnel and fa¬ 
cilities. 

In accordance with the requirements of 
§ 18-1.352, insert the clause set forth 
therein. 

§ 18-7.403-58 Safety and health. 

In accordance with the requirements 
of Subpart 18-10-.50, insert the clause 
set forth in § 18-10.5004. 

§ 18-7.403-59 Non-use of foreign-flag 
vessels engaged in Cuhan trade. 

In accordance with the requirements of 
§ 18-1.1410, insert the clause set forth 
therein. 

§ 18-7.403—60 Report on NASA sub¬ 
contracts. 

In accordance with the requirements 
of § 18-16.904-3, insert the clause set 
forth therein. 

§ 18-7.403-61 Rights in data for po¬ 
tentially hazardous items. 

In accordance with the requirements 
of § 18-9.204-52, insert the clause set 
forth in § 18-9.204-52(0. 

§ 18-7.403-62 Potentially hazardous 
items. 

In accordance with the requirements 
of § 18-1.351, insert the clause set forth 
herein. 

Sections 18-7.404, 18-7.404-50 and 18- 
7.404-53 revised. 

§ 18—7.404 Additional clauses. 

The following clauses shall be inserted 
in cost-reimbursement type research and 
development contracts providing for a 
fee, when it is desired to cover the subject 
matter. 

§ 18-7.404—50 Notice of delay. 

In accordance with the instructions in 
§ 18-7.205-50, the clause set forth therein 
is authorized for use. 


§ 18—7.404—53 Contractor'* independ¬ 
ent research program. 

When the New Technology or Prop¬ 
erty Rights in Inventions clause is in¬ 
cluded in the contract (see § 18-9.101-2) 
and it is determined that the contractor 
maintains an independent research pro¬ 
gram, the clause set forth in § 18-9.101-7 
may be included in the Schedule at the 
contractor’s request. 

Section 18-7.451-16 revised. 

§ 18—7.451—16 Contract Work Hours 
Standards Act—overtime compensa¬ 
tion. 

Insert the clause set forth in § 18- 
12.303-1. Note the introductory lan¬ 
guage required by § 18-12.303-2 for inclu¬ 
sion in contracts with a State or political 
subdivision thereof. 

Section 18-7.451-17 revised. 

§ 18-7.451—17 Equal opportunity. 

Insert one or the other of the follow¬ 
ing clauses, as required by and in accord¬ 
ance with the instructions in § 18-12.802: 
(a) the Equal Opportunity clause set 
forth in § 18-12.802-1, or (b) the Equal 
Opportunity in Federally Assisted Con¬ 
struction Contracts clause set forth in 
§ 18-12.802-2. 

Section 18-7.451-22 revised. 

§ 18-7.451-22 New technology or prop¬ 
erty right* in invention*. 

In accordance with the requirements 
of § 18-9.101-2, insert the New Technol¬ 
ogy or Property Rights in Inventions 
clause, as appropriate. 

Sections 18-7.452-1 (a) and 18-7.452-14 
revised. 

(a) In accordance with the require¬ 
ments of Subpart 18-12.4, insert in cost- 
reimbursement type research and devel¬ 
opment contracts with educational or 
nonprofit institutions, where construc¬ 
tion work is involved, the clauses listed 
below, which are set forth in § 18-12.403- 
1: 

Davls-Bacon Act. 

Contract Work Hours Standards Act—Over¬ 
time Compensation. 

Apprentices. 

Payrolls and Payroll Records. 

Compliance with Copeland Regulations. 
Withholding of Funds. 

Subcontracts. 

Contract Termination—Debarment. 

§ 18—7.452—14 Changes to make-or-buy 
program. 

In accordance with the requirements 
of Subpart 18-3.9, insert the clause set 
forth in § 18-3.902-1 (a). 

Sections 18-7.452-57 through 18-7.452- 
62 added. 

§ 18-7.452-57 Key personnel and fa¬ 
cilities. 

In accordance with the requirements 
of § 18-1.352, insert the clause set forth 
therein. 

§ 18-7.452-58 Safety and health. 

In accordance with the requirements 
of Subpart 18-10.50, Insert the clause set 
forth in § 18-10.5004. 


§ 18-7.452-59 Nonuse of foreign-flag 
vessels engaged in Cuban trade. 

In accordance with the requirements 
of § 18-1.1410, insert the clause set forth 
therein. 

§ 18—7.452—60 Report on NASA sub¬ 
contracts. 

In accordance with the requirements 
of § 18-16.904-3, insert the clause set 
forth therein. 

§ 18—7.452-61 Rights in data for po¬ 
tentially hazardous items. 

In accordance with the requirements 
of § 18-9.204-52, insert the clause set 
forth in § 18-9.204-52(c). 

§ 18-7.452-62 Potentially hazardous 
items. 

In accordance with the requirements 
of § 18-1.351, insert the clause set forth 
therein. 

Section 18-7.453-53 revised. 

§ 18-7.453—53 Contractor's independ¬ 
ent research program. 

In accordance with the instructions in 
§ 18-7.205-53, the clause set forth in 
§ 18-9.101-7 may be inserted. 

Sections 18-7.460-8 and 18-7.460-9 
revised. 

§ 18-7.460-8 Property rights in inven¬ 
tions. 

Insert the clause set forth in § 18— 
9.101-5. 

§ 18-7.460—9 Data and inspection. 

Insert the clause set forth In § 18- 
9.204-51. 

Section 18-7.460-16 revised. 

§ 18-7.460-16 Equal opportunity. 

Insert one or the other of the following 
clauses, as required by and in accordance 
with the instructions in § 18-12.802(a) 
the Equal Opportunity clause set forth 
in § 18-12.802-1, or (b) the Equal Oppor¬ 
tunity in Federally Assisted Construction 
Contracts clause set forth in § 18- 
12.802-2. 

Subpart 18-7.5 added. 

Subpart 18—7.5—Clauses for Personal 
Services Contracts (See § 18-3.204—3) 

Section 18-7.702-19 revised. 

§ 18-7.702-19 Equal opportunity. 

Insert one or the other of the follow¬ 
ing clauses, as required by and in accord¬ 
ance with the instructions in § 18-12.802; 
(a) the Equal Opportunity clause set 
forth in § 18-12.802-1, or (b) the Equal 
Opportunity in Federally Assisted Con¬ 
struction Contracts clause set forth in 
§ 18-12.802-2. 

Section 18-12.702-20 revised. 

§ 18—7.702—20 Contract Work Hours 
Standards Act—overtime compensa¬ 
tion. 

Insert the appropriate clause set forth 
in § 18-12.303. 
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Section 18-7.702-25 revised. 

§ 18—7.702—23 Laic delivery, diversion, 
and substitution. 

Late Delivery, Diversion, and Substitution 
(March 1063) 

(a) The Government shall not be liable 
to the Contractor for breach of contract by 
reason of nondelivery or of any delay In the 
delivery of the Facilities to be furnished by 
the Government hereunder. 

(b) The Government may, If It Is deter¬ 
mined by the Contracting Officer to be In the 
best interest of the Government, divert the 
Facilities by directing: (1) delivery of any 
or all of the Facilities acquired by or fur¬ 
nished to the Contractor hereunder to loca¬ 
tions other than those specified in the 
Schedule; and (11) assignment, to the Gov¬ 
ernment or to third parties, of purchase 
orders or subcontracts of the Contractor for 
any or all of the Facilities hereunder. 

(c) The Government may furnish any item 
of the Facilities, in lieu of the acquisition 
or construction thereof by the Contractor. 
In such event, the work performed by the 
Contractor in connection with the acquisi¬ 
tion or construction of such Facilities, in¬ 
cluding the cost of terminating purchase 
orders or subcontracts therefor, shall be at 
Government expense. 

(d) Appropriate equitable adjustment may 
be made in any related procurement con¬ 
tract of the Contractor which so provides 
and which is affected by any nondelivery, 
delay, diversion, or substitution under this 
clause. 

Sections 18-7.703-10 and 18-7.703-19 
revised. 

§ 18—7.703—10 Indemnification of the 
Government. 

Indemnification of the Government 
(July 1964) 

The Contractor shall indemnify and hold 
the Government harmless against claims for 
injury to persons or damage to property of 
the Contractor or others arising from the 
Contractor’s possession or use of the Facili¬ 
ties. However, the provisions of the Con¬ 
tractor’s related procurement contracts shall 
govern the Government's assumption of lia¬ 
bility for such claims arising out of or related 
to the performance of each such related pro¬ 
curement contract and involving the posses¬ 
sion or use of the Facilities. 

§ 18—7.703—19 Equal opportunity. 

Insert one or the other of the following 
clauses, as required by and in accordance 
with the instructions in § 18-12.802: (a) 
the Equal Opportunity clause set forth in 
§ 18-12.802-1. or (b) the Equal Oppor¬ 
tunity in Federally Assisted Construction 
Contracts clause set forth in § 18-12.804- 
2 . 

Section 18-7.703-20 revised. 

§ 18—7.703—20 Contract Work Hours 
Standards Act—overtime compensa¬ 
tion. 

Insert the appropriate clause set forth 
in § 18-12.303. 

Section 18-7.703-22 revised. 

§ 18-7.703—22 Supersedure. 

Supersed u re (July 1964) 

(a) Facilities heretofore provided to the 
Contractor and identified in the Schedule 
shall become subject to the terms of this con¬ 
tract upon its effective date. The terms of 
any other contract by which such Facilities 
may have been provided to the Contractor by 
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NASA are hereby superseded with respect to 
such Facilities, except for rights and obliga¬ 
tions which may have accrued under such 
other contract prior to the effective date 
hereof. 

(b) Each item of FaciUties hereafter pro¬ 
vided to the Contractor, under any contract 
which so specifies, shall become subject to 
the terms of this contract upon the comple¬ 
tion of its construction, acquisition and 
installation or upon its availability of use. 
whichever first occurs, except as otherwise 
provided in the contract or other document 
by which such Facilities are provided to the 
contractor. 

Sections 18-7.703-27 and 18-7.703-28 
revised. 

§ 18—7.703—27 Maintenance. 

Maintenance (March 1963) 

(a) Except as otherwise provided in the 
Schedule, the Contractor shaU perform nor¬ 
mal maintenance of the Facilities in accord¬ 
ance with sound industrial practice, includ¬ 
ing protection, preservation, maintenance 
and repair of the Facilities and, with respect 
to equipment, normal parts replacement. 

(b) As soon as practicable after the execu¬ 
tion of this contract, tho Contractor shall 
submit to the Contracting Officer in writing 
a proposed normal maintenance program, 
including an appropriate maintenance rec¬ 
ords system, in sufficient detail to show its 
adequacy as a normal maintenance program. 
To the extent that the Contracting Officer 
and the Contractor agree upon such a pro¬ 
gram. it shall become the normal mainte¬ 
nance obligation of the Contractor, and the 
Contractor shall carry It out in satisfaction 
of (i) his normal maintenance obligation 
under paragraph (a) above, and (11) his 
obligation to maintain records under para¬ 
graph (e) below. To the extent that any 
such program does not cover any aspect of 
normal maintenance, the Contractor’s gen¬ 
eral obligation under paragraph (a) above 
shall apply. 

(c) The Contracting Officer may at any 
time specify, by written notice to the Con¬ 
tractor, a reduction in the work required by 
the then current normal maintenance obliga¬ 
tion of the Contractor. After receipt of such 
notice, the Contractor shall perform only 
such work as is specified therein. If any 
such notice causes a decrease in the cost of 
performing the normal maintenance obliga¬ 
tion, appropriate equitable adjustment may 
be made in any related procurement contract 
of the Contractor which so provides and 
which Is affected by any such decrease. 

(d) The Contractor shall perform such 
maintenance work as may be directed by the 
Contracting Officer in writing. To the extent 
that such work is In excess of the Contrac¬ 
tor’s then current normal maintenance 
obligation, under paragraphs (a) through (c) 
above, such work shall be at Government 
expense. The Contractor ^hall notify the 
Contracting Officer in writing whenever, in 
accordance with sound industrial practice, 
the Facilities require any work in excess of 
such normal maintenance obligation. 

(e) The Contractor shall keep records of 
the work done on the Facilities In performing 
his obligations under this clause and shall 
afford the Government adequate opportunity 
to inspect all such records. The Contractor 
shall deliver such records to the Government 
or third persons, if so directed by the Con¬ 
tracting Officer, whenever the Facilities to 
which they relate are disposed of hereunder. 

(f) The Contractor’s obligation under this 
clause shall continue with respect to each 
item of the Facilities until such item is re¬ 
moved, abandoned, or otherwise disposed of, 
or until the Contractor has discharged his 
obligations under this contract with respect 
to such item. 
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§ 18-7.703-28 Property control. 
Property Control (July i964) 

The Contractor shall maintain adequate 
property control procedures and records, and 
a system of identification of the Facilities, 
in accordance with the provisions of the 
applicable "Manual for Control of Govern¬ 
ment Property in Possession of Nonprofit 
Research and Development Contractors’’ 
(Appendix C, Armed Services Procurement 
Regulation) or the "NASA Industrial Prop¬ 
erty Control Manual" (NPC-105A), which¬ 
ever is applicable, in effect on the date of 
this contract. 

Sections 18-7.704-6 and 18-7.704-12 
revised. 

§ 18—7.704—6 Records. 

Insert the clause set forth in §18- 
7.203-7. 

§ 18-7.704-12 Disputes. 

Insert the clause set forth in § 18- 
7.103-12. 

Section 18-7.704-19 revised. 

§ 18-7.704—19 Equal opportunity. 

Insert one or the other of the follow¬ 
ing clauses, as required by and in accord¬ 
ance with the instructions in § 18-12.802: 
(a) the Equal Opportunity clause set 
forth in § 18-12.802-1, or (b) the Equal 
Opportunity in Federally Assisted Con¬ 
struction Contracts clause set forth in 
§ 18-12.802-2. 

Sections 18-7.704-20, 18-7.704-51, and 
18-7.704-52 revised. 

§ 18—7.704—20 Contract Work Hours 
Standards Act—overtime compensa¬ 
tion. 

Insert the appropriate clause set forth 
in § 18-12.303. 

§ 18—7.704—51 Termination of use of 
the facilities. 

Insert the clause set forth in § 18— 

7.703- 31. 

§ 18-7.704—32 Period of this contract. 

Insert the clause set forth in § 18- 

7.703- 30. 

Section 18-7.705-5 clause “Labor 
Standards for Construction Work (Jan¬ 
uary 1964) revised. 

Labor Standards for Construction Work 
(January 1964) 

(a) In the event that construction, alter¬ 
ation, or repair (including painting and 
decorating) of public buildings or public 
works is to be performed hereunder the Con¬ 
tractor shall, prior to commencing the work, 
request the determination of the Contract¬ 
ing Officer as to the applicability of the 
Davis-Bacon and Copeland Acts and shall 
not perform any of said items hereunder 
without receipt of such determination. 

(b) The Contractor shall, In the perform¬ 
ance of items of work so determined to be 
subject to the Davis-Bacon Act, comply with 
the following clauses set forth in 12.403-1 
of the NASA Procurement Regulation in 
effect as of the date of this contact: 

(i) Davis-Bacon Act 

(U) Contract Work Hours Standards Act— 
Overtime Compensation 
(iii) Apprentices 
(lv) Payrolls and Payroll Records 
(v) Compliance with Copeland Regula¬ 
tions 

(vl) Withholding of Funds 
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(vii) Subcontracts 

(viii) Contract Termination—Debarment 

(c) Upon determination that the Davis- 
Bacon Act is applicable to any item of work 
to be performed hereunder, the Contractor 
shall submit a request for a predetermina¬ 
tion of the prevailing wage rates to be made 
applicable to such work. Upon receipt of 
such request the Contracting Officer shall, as 
soon as possible, obtain a predetermination 
of the applicable prevailing wage rates and 
publish such rates and incidental instruc¬ 
tions in numbered exhibits to this contract. 
Upon publication thereof such exhibits shall 
be considered the wage determination de¬ 
cision of the Secretary of Labor referred to 
In paragraph (a) of the “Davis-Bacon Act" 
clause. E:\ch such exhibit shall Indicate to 
what work the rates set forth therein shall 
apply. Including the period of time within 
which subcontracts subject to such rates 
may be Issued. 

Section 18-7.705-7 revised. 

§ 18—'7.705-7 New technology. 

In accordance with the requirements 
of § 18-9.101-2, insert the New Tech¬ 
nology clause, as appropriate. 

Section 18-7.705-8 canceled (Re¬ 
served). 

Sections 18-7.705-10 and 18-7.705-11 
added. 

§ 18—7.703—10 Rights in data for po¬ 
tentially hazardous items. 

In accordance with the requirements 
of § 18-9.204-52, insert the clause set 
forth in § 18-9.204-52 (c). 

§ 18-7.703-11 Potentially hazardous 
items. 

In accordance with the requirements 
of § 18-1.351, insert the clause set forth 
therein. 

Section 18-7.5001-5 revised. 

§ 18-7.5001—5 Equal opportunity. 

Insert one or the other of the follow¬ 
ing clauses, as required by and in accord¬ 
ance with the instructions in § 18-12.802: 

(a) the Equal Opportunity clause set 
forth in § 18-12.802-1, or (b) the Equal 
Opportunity in Federally Assisted Con¬ 
struction Contracts clause set forth in 
§ 18-12.802-2. 

Section 18-7.5002-2 revised. 

§ 18—7.5002—2 Contract Work Hours 
Standards Act—overtime compensa¬ 
tion. 

Insert the clause set forth in $18- 
12.303-1. Note the prefatory language 
required by § 18-12.303-2 for use in con¬ 
tracts with a State or political subdivi¬ 
sion thereof. 

Section 18-7.5004-5 revised. 

§ 18—7.3004—5 Equal opportunity. 

Insert one or the other of the following 
clauses, as required by and in accordance 
with the instructions in § 18-12.802: <a) 
the Equal Opportunity clause set forth in 
§ 18-12.802-1, or (b) the Equal Oppor¬ 
tunity in Federally Assisted Construc¬ 
tion Contracts clause set forth in § 18- 
12.802-2. 

Section 18-8.000 (b) deleted and 5 18- 
8.000(c) renumbered § 18-8.000(b). 

<b) Pursuant to agreements with the 
Military Departments (see $ 18-8.205-50 
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(b)), NASA may request assistance from 
the Military Departments in performing 
certain functions of contract administra¬ 
tion, including terminations. Sections 
18-8.205-50 and 18-8.601-50 establish, 
for NASA, policy and instructions as to 
when, and to what extent, the services 
of the Military Departments shall be re¬ 
quested in the termination of contracts 
for the convenience of the Government 
or for default. 

Subpart 18-8.1 revised. 

Subpart 18-8.1—Definition of Terms 

§ 18—8.101 Definitions. 

As used in this Part 18-8, the follow¬ 
ing terms have the meaning stated 
below: 

(a) Amount of claim or settlement: 
When the action to be taken under this 
Part 18-8 depends upon the amount of a 
termination claim or settlement, then, 
in determining such amount, (1) credits 
for retention or other disposal of termi¬ 
nation inventory allocated to the claim 
and for advance or partial payments 
shall not be deducted from the gross 
claim or settlement: but (2) amounts 
payable for completed articles or work 
at the contract price, or for the settle¬ 
ment or discharge of termination claims 
of subcontractors, shall be deducted. 

(b) Common items means material 
which is common in nature to both the 
terminated contract and the contractor’s 
other work. 

(c) Continued portion of the contract 
means that portion of a partially termi¬ 
nated contract which relates to work or 
end items not already completed and 
accepted prior to the effective date of 
termination and which the contractor 
must continue to perform. 

(d) Contractor-acquired property is 
property procured or otherwise provided 
by the contractor for the performance of 
a contract, whether or not the Govern¬ 
ment has title by the terms of the con¬ 
tract, or exercises its contractual right 
to take title. 

(e) Contractor inventory means (1) 
any property acquired by and in the 
possession of a contractor or subcontrac¬ 
tor (including Government-furnished 
property) under a contract pursuant to 
the terms of which title is vested in the 
Government, and in excess of the 
amounts needed to complete full per¬ 
formance under the entire contract; and 
(2) any property which the Government 
is obligated to or has an option to take 
over under any type of contract as a 
result either of any changes in the speci¬ 
fications or plans thereunder or of the 
termination of such contract (or subcon¬ 
tract thereunder), prior to completion 
of the work, for the convenience or at the 
option of the Government. 

(f) Disbursing officer means the offi¬ 
cer or agent of the office designated as 
the paying office under the contract. 

(g) Effective date of termination 
means the date upon which the notice of 
termination first requires the contractor 
to stop performance, in whole or in part, 
under the contract. If, however, the 
termination notice is received subsequent 
to the date fixed for termination, then 


the effective date of termination means 
the date on which the notice is received. 

(h) Government-furnished property 
is property in the possession of or ac¬ 
quired directly by the Government, and 
subsequently delivered or otherwise 
made available to the contractor. 

(i) Material means property which 
may be incorporated into or attached to 
an end item to be delivered under a con¬ 
tract or which may be consumed or ex¬ 
pended in the performance of a contract. 
It includes, but is not limited to. raw and 
processed material, parts, components, 
assemblies, and small tools and supplies 
which may be consumed in normal use in 
the performance of the contract. 

(j) Other work means any current or 
scheduled work of the contractor, 
whether Government or commercial, 
other than work related to the termi¬ 
nated contract. 

(k) Partial termination means the 
termination of a part, but not all of the 
work which has not been completed and 
accepted under a contract. 

(l) Plant clearance period means a pe¬ 
riod beginning with the effective date of 
the termination for convenience and 
ending, for each particular property clas¬ 
sification (such as raw materials, pur¬ 
chased parts, and work in process) at any 
one plant or location, 180 days after re¬ 
ceipt by the contracting officer of accept¬ 
able inventory schedules covering all 
items of that particular property classi¬ 
fication in the termination inventory at 
that plant or location, or ending on such 
later date as may be agreed to by the 
contracting officer and the contractor. 
Final phase of a plant clearance period 
means that part of a plant clearance pe¬ 
riod after the receipt of acceptable in¬ 
ventory schedules covering all items of 
the particular property classified at the 
plant or location. 

(m) Plant equipment means personal 
property of a capital nature (consisting 
of machinery, equipment, furniture, ve¬ 
hicles, machine tools, and accessory and 
auxiliary items, but excluding special 
tooling) used or capable of use in the 
manufacture of supplies or in the per¬ 
formance of services or for administra¬ 
tive or general plant purpose. 

(n) Prime contract means any con¬ 
tract as defined in § 18-1.201-4 entered 
into by any NASA Installation. 

(o) Production equipment means 
those items of plant equipment located 
within a manufacturing, processing, as¬ 
sembly, or service establishment, and 
used for cutting, abrading, grinding, 
shaping, forming, joining, measuring, 
testing, heating, or treating production 
materials or work in process. 

(p) Salvage means property which, 
because of its worn, damaged, deterio¬ 
rated, or incomplete condition, or spe¬ 
cialized nature, has no reasonable pros¬ 
pect of sale or use as serviceable property 
without major repairs or alterations but 
which has some value in excess of its 
scrap value. 

(q) Scrap means property that has no 
reasonable prospect of being sold ex¬ 
cept for the recovery value of its basic 
material content. 
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(r) Serviceable or usable property 
means property that has reasonable pros¬ 
pect of sale or use either in its existing 
form or after minor repairs or altera¬ 
tions. 

(s) Settlement agreement means a 
written agreement, in the form of an 
amendment to the contract, between the 
contractor and the Government settling 
all or a severable portion of a settlement 
proposal. 

(t) Settlement proposal means a ter¬ 
mination claim submitted by a contractor 
or subcontractor in the form, and sup- 
l>orted by the data, required by this Part 
18-6. 

(u) Special machinery and equipment 
means that part of plant equipment 
which was acquired or constructed solely 
for the performance of the terminated 
contract or the terminated contract and 
other Government contracts, and as to 
which the contractor claims loss of useful 
value. 

(v) Special tooling means all jigs, dies, 
fixtures, molds, patterns, special taps, 
special gauges, special test equipment, 
other special equipment and manufac¬ 
turing aids, and replacements thereof, 
acquired or manufactured by the con¬ 
tractor for use in the performance of a 
contract, which are of such a specialized 
itature that, without substantial modifi¬ 
cation or alteration, their use is limited 
to the production of such supplies or 
parts thereof, or the performance of 
such services, as are peculiar to the needs 
of the Government. The term does not 
include: (1) Items of tooling or equip¬ 
ment acquired by the contractor prior to 
the contract, or replacements thereof, 
whether or not altered or adapted for use 
in the performance of the contract; (2) 
consumable small tools; or (3) general 
or special machine tools, or similar capi¬ 
tal items. 

(w) Subcontract means any contract 
as defined in § 18-1.207 other than a 
prime contract, entered into by a prime 
contractor or a subcontractor, calling for 
supplies or services required for the per¬ 
formance of any one or more prime 
contracts. 

(x) Termination claim means any 
claim by a contractor or subcontractor, 
permitted by the terms of a prime con¬ 
tract, for compensation for the termina¬ 
tion, in whole or in part, of the prime 
contract or a subcontract thereunder, 
and any other claim which this Part 18-6 
authorized to be asserted and settled in 
connection with a termination settle¬ 
ment. 

<y) Termination inventory means any 
items of physical property purchased, 
supplied, manufactured, furnished, or 
otherwise acquired for performance of 
the terminated contract and properly 
allocable to the terminated portion of the 
contract. The term does not include any 
facilities, material, production or other 
equipment, or special tooling, which are 
subject to a separate contract or a spe¬ 
cial contract provision governing the 
use or disposition thereof. Termination 
inventory may include contractor-ac¬ 
quired property and Government-fur¬ 
nished property as defined in §§ 18-8.101- 
4 and 18-8.101-8. 


(z) Terminated portion of the con¬ 
tract means that portion of a terminated 
contract which relates to work or end 
items not already completed and accept¬ 
ed prior to the effective date of termina¬ 
tion and which the contract is not to 
continue to perform. 

Sections 18-8.200, 18-8.202 through 
18-8.205, 18-8.205-51 and 18-8.207 re¬ 
vised. 

§ 18—8.200 Scope of subpart. 

This Subpart 18-8.2 deals with: 

(a) The authority of contracting offi¬ 
cers to terminate contracts in whole or 
in part (1) for the convenience of the 
Governments; and (2) in the case of 
cost-reimbursement type contracts for 
default; 

(b) Duties of the contractor and the 
contracting officer after issuance of the 
notice of termination; 

. (c) General procedures for the settle¬ 
ment of terminated contracts; and 

(d) Settlement agreements. 

Subpart 18-8.3 sets forth additional prin¬ 
ciples applicable only to fixed-price type 
contracts. Subpart 18-8.4 sets forth ad¬ 
ditional principles applicable only to 
cost-reimbursement type contracts. 
Subpart 18-8.6 sets forth the principles 
applicable to the termination of fixed- 
price type contracts for default. 

§ 18—8.202 Nolicc of termination. 

Contracts shall be terminated for con¬ 
venience, or for default in the case of 
cost-reimbursement type contracts, only 
by a written notice to the contractor (see 
§ 18-8.801), stating: 

(a) That the contract is being termi¬ 
nated for the convenience of the Govern¬ 
ment (or for default) pursuant to the 
contract provisions authorizing such 
termination; 

(b) The effective date of termination; 

(c) The extent of termination and, if 
a partial termination, the portion of the 
contract to be continued; and 

(d) Any special instructions. 

A copy of the notice of termination shall 
be sent to any known assignee, guaran¬ 
tor, or surety of the contractor. 

§ 18—8.203 Method* of settlement. 

Settlement of terminated cost-reim¬ 
bursement type contracts and of fixed- 
price type contracts terminated for con¬ 
venience may be effected by (a) nego¬ 
tiated agreement; (b) determination by 
the contracting officer; (c) in the case 
of cost-reimbursement type contracts, 
costing-out under vouchers using Stand¬ 
ard Form 1034; or (d) a combination of 
these methods. Every effort shall be 
made to reach a fair and prompt settle¬ 
ment with the contractor. The negoti¬ 
ated agreement is the most expeditious 
and most satisfactory method of settling 
termination claims and shall be used 
whenever feasible. Settlement by deter¬ 
mination shall be used only when a ter¬ 
mination claim cannot be settled by 
agreement. 

§ 18—8.204 Duties of prime contractor 
after receipt of notice of termination. 

The contractor, after receipt of the 
notice of termination and except as 


otherwise directed by th#contracting of¬ 
ficer, must comply with the terminaiton 
clause of the contract and the notice of 
termination which generally require, 
among other things, that the contractor: 

(a) Stop work immediately on the 
terminated portion of the contract and 
discontinue placing subcontracts there¬ 
under; 

(b) Terminate all subcontracts re¬ 
lated to the terminated portion of the 
prime contract; 

(c) Immediately advise the contract¬ 
ing officer of any special circumstances 
precluding the stoppage of work; 

(d) If the termination is partial, per¬ 
form the continued portion of the con¬ 
tract and submit promptly any request 
for an equitable adjustment of price with 
respect to the continued portion of the 
contract, supported by evidence of any 
increase in the cost thereof; 

(e) Take such action as may be nec¬ 
essary, or as the contracting officer may 
direct, to protect and preserve property 
in the possession of the contractor in 
which the Government has or may ac¬ 
quire an interest; and, to the extent 
directed by the contracting officer, de¬ 
liver such property to the Government; 

(f) Promptly notify the contracting 
officer in writing of any legal proceed¬ 
ings against the contractor growing out 
of any subcontract or other commitment 
related to the terminated portion of the 
contract; 

(g) Settle all outstanding liabilities 
and all claims arising out of termination 
of subcontracts, obtaining any approvals 
or ratifications required by the contract¬ 
ing officer; 

<h) Promptly submit his own settle¬ 
ment proposal, supported by appropriate 
schedules; and 

(i) Dispose of any termination inven¬ 
tory, as directed or authorized by the 
contracting officer. 

§ 18-8.205 Duties of contracting officer 
after issuance of notice of termina¬ 
tion. 

Paragraphs (a), (b), and (c) of this 
§ 18-8.205 apply when the NASA con¬ 
tracting office either of the procurement 
office which issued the contract or of 
another NASA procurement office ad¬ 
ministering the contract is to conduct 
the entire termination proceedings. 
However, see § 18-8.205-50 for guidance 
as to when another NASA installation or 
one of the Military Departments is to be 
requested to assist in conducting the 
termination proceedings. 

(a) In accordance with the termina¬ 
tion clause in the contract and with the 
notice of termination, the contracting 
officer shall, among other things: 

(1) Direct the action required of the 
prime contractor; 

(2) Examine the settlement proposal 
of the prime contractor and, when ap¬ 
propriate, the settlement proposals of 
subcontractors; 

(3) Promptly negotiate settlement 
with the contractor and enter into a 
settlement agreement; and 

(4) To the extent that he is unable 
to negotiate settlement after due and 
diligent effort, promptly settle the con¬ 
tractor’s claim by determination. 
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(b) To expecfcte settlement, the con¬ 
tracting officer shall seek assistance from 
specially qualified personnel (such as 
negotiating, legal, accounting, inspecting, 
engineering, and property disposal per¬ 
sonnel) to: 

(1) Assist the contracting officer in 
dealings with the contractor; 

(2) Render advice on legal and con¬ 
tractual matters; 

(3) Conduct accounting reviews and 
render advice and assistance on account¬ 
ing matters; and 

(4) Perform the following functions 
with respect to the termination inven¬ 
tory— 

(i) Verify its existence; 

(ii) Determine qualitative and quan¬ 
titative allocability; 

(iii) Make recommendations concern¬ 
ing serviceability and unserviceability; 

(iv) Undertake necessary screening 
and redistribution; and 

(v) Assist the contractor in accom¬ 
plishing other disposition. 

(c) An initial conference shall be held 
with the contractor as promptly as pos¬ 
sible to develop a definite program for 
effecting the settlement. Where appro¬ 
priate in the judgment of the contracting 
officer, principal subcontractors should be 
present. Topics discussed at the con¬ 
ference should include: 

(1) General principles relating to the 
settlement of any termination claim, in¬ 
cluding obligations of the contractor 
under the termination clause of the 
contract; 

(2) Extent of the termination, point 
at which work is stopped, and status of 
any plans, drawings, and information 
which would have been delivered had 
the contract been completed; 

(3) Status of any continuing work; 

(4) Obligation of the contractor to 
terminate subcontracts and general 
principles to be followed in settlement of 
subcontractor claims; 

(5) Names of subcontractors involved 
and the respective dates termination 
notices were issued to them; 

(6) Contractor personnel handling, and 
methods for, review and settlement of 
subcontractor claims; 

(7) Arrangements for transfer of title 
and delivery to the Government of any 
materials required by the Government; 

(8) General principles and procedures 
to be followed in the protection, preser¬ 
vation, and disposition of contractor’s 
and subcontractor’s termination inven¬ 
tory. including the preparation of ter¬ 
mination inventory schedules; 

(9) Contractor accounting practices 
and preparation of DD Form 546 (Sched¬ 
ule of Accounting Information) (§ 18- 
8.802-9); 

(10) Form in which settlement pro¬ 
posals shall be submitted; 

(11) Accounting review of settlement 
proposals; 

(12) Any requirement for Interim fi¬ 
nancing in the nature of partial pay¬ 
ments; and 

(13) Tentative time schedule for ne¬ 
gotiation of the settlement, Including 
submission of settlement proposals, ter¬ 
mination inventory schedules, and ac¬ 
counting information schedules by the 
contractor and subcontractors. 


§ 18-8.205-51 Procedures for request¬ 
ing services of Military Departments. 

(a) When it is determined, in accord¬ 
ance with § 18—8.205-50(c) (3), to utilize 
the services of one of the Military De¬ 
partments, a request for such services 
shall be made by letter prepared in ac¬ 
cordance with the agreement with the 
Military Department concerned (see 
§ 18-8.205-50 (b)). The letter shall spec¬ 
ify those duties in § 18-8.205. as well as 
any other duties, which the Military De¬ 
partment is requested to perform, but 
shall not, without the approval of the 
Director of Procurement, include the 
duties listed in §§ 18-8.205(a) (3) and 
18-8.205<a) (4) which are to be reserved 
for performance by the NASA contract¬ 
ing officer. In addition, the Military 
Department normally shall be requested 
to: 

(1) Audit the prime contractor’s set¬ 
tlement proposal and subcontractor 
settlements; 

(2) Supervise plant clearance of the 
contractor’s plant; 

(3) Approve or ratify subcontractor 
settlements, subject to reviews required 
by Part 18-8 of this chapter; and 

(4) Dispose of all prime and subcon¬ 
tractor termination inventories, subject 
to first priority screening by NASA and 
reviews required by Part 18—8 and § 18- 
13.151. 

(b) The Military Department also 
shall be requested to submit the follow¬ 
ing material to the NASA contracting 
officer: 

(1) The contractor’s settlement pro¬ 
posal with recommendations as to 
whether such proposal should be ac¬ 
cepted : 

(2) All inventory schedules, as re¬ 
quired by § 18-8.503; and 

(3) All settlement and property dis¬ 
posal files generated during the termina¬ 
tion proceedings. 

§ 18-8.207 Audit of prime contract set¬ 
tlement proposals and of subcontract 
settlements. 

(a) Each settlement proposal of $2,500 
or over submitted by a prime contractor 
shall be referred by the contracting offi¬ 
cer to the cognizant audit agency for 
appropriate examination and recommen¬ 
dation. The contracting officer may, 
when circumstances indicate the neces¬ 
sity therefor, refer settlement proposals 
of less than $2,500 to the cognizant audit 
agency. The contracting officer’s refer¬ 
ral shall be in writing, shall indicate any 
specific information or data which the 
contracting officer desires to have de¬ 
veloped and will include any facts or cir¬ 
cumstances within the knowledge of the 
contracting officer which will assist the 
audit agency in the accomplishment of 
its function. The auditor shall develop 
such information and may make such 
further accounting review as he deems 
appropriate. The audit agency shall 
submit written comments and recom¬ 
mendations to the contracting officer. 

(b) Subcontract settlements submitted 
by a contractor to the contracting officer 
for approval or ratification in accordance 
with § 18-8.208 shall be referred to the 
cognizant audit agency for review and 


recommendations if (1) the settlement 
involves $25,000 or more unless an ac¬ 
counting review of the settlement pro¬ 
posal has been performed by the cog¬ 
nizant audit agency; or (2) the con¬ 
tracting officer considers an accounting 
review in whole or in part, desirable. 
The requirement for review under (1) 
or (2) does not relieve the prime con¬ 
tractor or higher tier subcontractor of 
the responsibility for performing an ac¬ 
counting review. The audit agency shall 
submit written comments and recom¬ 
mendations to the contracting officer. 

(c) The responsibility of the con¬ 
tractor set forth in § 18-8.208-1 for set¬ 
tlement of immediate subcontractors* 
settlement proposals applies equally to 
prime contractors and subcontractors 
and includes responsibility for perform¬ 
ing accounting reviews and any neces¬ 
sary field audits. However, in the 
situations outlined below, a Military De¬ 
partment audit agency generally should 
be requested to perform the accounting 
review of a subcontractor’s settlement 
proposal where: 

(1) A subcontractor objects to an ac¬ 
counting review of his records by an 
upper-tier contractor for competitive 
reasons; 

(2) A Military Department audit 
agency is currently performing audit 
work at the subcontractor’s plant, or 
where it can be performed more eco¬ 
nomically or efficiently; 

(3) Audit by the Military Department 
audit agency is necessary for consistent 
audit treatment and orderly adminis¬ 
tration; or 

(4) The contractor has a substantial 
or controlling financial interest in the 
the subcontractor. 

Duplication by the Military Department 
audit agency of accounting reviews per¬ 
formed by the upper-tier contractor on 
subcontractor settlement proposals will 
be avoided to the extent possible. How¬ 
ever, when appropriate, the Government 
will make additional reviews. Where the 
contractor is performing accounting re¬ 
views in accordance with this paragraph 
the contracting officer should request the 
cognizant audit agency periodically to 
examine the contractor’s accounting re¬ 
view procedures (including but not 
limited to audit programs, cost prin¬ 
ciples applied, working papers, and audit 
reports) and performance thereunder 
and make such comments and recom¬ 
mendations to the contracting officer as 
may be deemed appropriate. 

Sections 18-8.208, 18-8.209 and 18- 
8.210 revised in their entirety. 

§ 18—8.208 Settlement of subcontract 
claims. 

§ 18—8.208-1 Subcontractor’s rights. 

A subcontractor has no contractual 
rights against the Government upon the 
termination of a prime contract. The 
rights of a subcontractor are against the 
prime contractor or intermediate sub¬ 
contractor with whom he has contracted 
Upon termination of a prime contract, 
the prime contractor and each subcon¬ 
tractor are responsible for the prompt 
settlement of the termination claims of 
immediate subcontractors. 
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§ 18—8.208—2 Prime contractor's rights 
and obligations. 

Each termination clause provides that, 
after receipt of a notice of termination 
and except as otherwise directed by the 
contracting officer, the prime contractor 
shall terminate all subcontracts to the 
extent that they relate to the perform¬ 
ance of any work termihated by notice 
of termination. Prime contractors 
should therefore, for their own protec¬ 
tion, include a termination clause in 
their subcontracts. A suggested sub¬ 
contract termination clause is set forth 
in § 18-8.706. The failure of a prime 
contractor to include an appropriate ter¬ 
mination clause in any subcontract, or 
to exercise his rights thereunder, shall 
not (a) affect the right of the Govern¬ 
ment to require the termination of the 
subcontract, or (b) increase the obliga¬ 
tion of the Government beyond that 
which would have arisen if the subcon¬ 
tract had contained an appropriate ter¬ 
mination clause. In any such case, the 
reasonableness of the prime contractor’s 
settlement with the subcontractor should 
normally be measured by the aggregate 
amount which would be due under sub- 
paragraphs (i), <ii), and (iii) of para¬ 
graph (e) of the suggested subcontract 
termination clause. Reimbursement in 
excess of that amount shall be allowed 
only in unusual cases, and then only 
when the contracting officer is satisfied 
that the terms of the subcontract were 
negotiated in good faith and did not un¬ 
reasonably increase the rights of the 
subcontractor. 

§ 18—8.208—3 Sclllemenl procedure. 

(a) Settlements with subcontractors 
shall be made in general conformity with 
the policies and principles relating to 
settlement of prime contracts as set 
forth in this Subpart 18-8.2 and Sub¬ 
parts 18-8.3 and 18-8.4 as applicable. 
However, the basis and form of the sub¬ 
contractor’s settlement proposal must be 
acceptable to the prime contractor or 
the next higher tier subcontractor. 
Each such settlement shall be supported 
by accounting and other data sufficient 
for adequate review by the Government. 
In no event shall the Government pay 
to the -prime contractor any amount for 
loss of anticipatory profits or consequen¬ 
tial damages resulting from the termina¬ 
tion of any subcontract (but see § 18- 
8.208-5), 

(b) Except as provided In § 18-8.208- 
4: <1) All subcontractor termination in¬ 
ventory shall be disposed of and ac¬ 
counted for in accordance with Subpart 
18-8.5, and (2) the contracting officer 
shall require the prime contractor to 
submit to him for approval or ratifica¬ 
tion all termination settlements with 
subcontractors. In submitting each set¬ 
tlement, the prime contractor shall cer¬ 
tify that he has examined the subcon¬ 
tractor’s claims included therein, that 
they are allocable to the terminated por¬ 
tion of the prime contract, and that the 
settlement if fair and reasonable, was 
negotiated in good faith, and is not more 
favorable to the subcontractor than if 
the Government were not involved. The 
contractor shall also certify that he has 
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received from all his immediate sub¬ 
contractors certifications substantially 
in the form of his own certification. 
With respect to settlements with more 
remote subcontractors, the contractor 
shall certify that he has no information 
leading him to doubt their reasonable¬ 
ness or their allocability to the termi¬ 
nated portion of the prime contract. 

(c) The contracting officer shall 
promptly examine such subcontract set¬ 
tlement required to be submitted to him 
(including the basis and form of the pro¬ 
posal upon which the settlement was 
based) to satisfy himself that the sub¬ 
contract termination was made neces¬ 
sary by the termination of the prime 
contract (or by issuance of a change 
order—see § 18-8.000(d) (1), and that 
the settlement was arrived at in good 
faith, is reasonable in amount, and is 
allocable to the terminated portion of 
the contract (or if allocable only in part, 
that the proposed allocation is reason¬ 
able). In considering the reasonable¬ 
ness of any subcontract settlement, the 
contracting officer shall be guided gen¬ 
erally by the provisions of this Part 18-8 
relating to the settlement of prime con¬ 
tracts, and shall comply with any appli¬ 
cable requirements of §§ 18-8.207 and 
18-8.211 relating to accounting and other 
reviews. Upon completion of the exam¬ 
ination, the contracting officer shall 
notify the contractor in writing of (1) 
his approval or ratification, or (2) his 
reasons for disapproval. 

§ 18—8.208—4 Authorization for subcon¬ 
tract settlements without approval or 
ratification. 

(a) (1) The contracting officer may, 
upon the written request of the prime 
contractor, authorize him in writing to 
conclude settlements of $10,000 or less 
(see § 18-8.101-1) of his terminated sub¬ 
contracts, without approval or ratifica¬ 
tion by the contracting officer, if: 

(i) The contracting officer is satisfied 
with the adequacy of the procedures used 
by the contractor in settling termination 
claims (including proposals for reten¬ 
tion, sale, or other disposal of termina¬ 
tion inventory) of his immediate and 
lower tier subcontractors. (The con¬ 
tracting officer shall obtain the advice 
and recommendations of (A) the cogni¬ 
zant audit agency with respect to the 
adequacy of the contractor’s audit ad¬ 
ministration, including personnel; and 
(B) the cognizant disposal office with 
respect to the adequacy of the contrac¬ 
tor’s procedures and personnel for the 
administration of property disposed 
matters.); 

(ii) Any termination inventory in¬ 
cluded in determining the amount of the 
settlement will be disposed of in accord¬ 
ance with § 18-8.513, except that the dis¬ 
position of such inventory shall not (A) 
be subject to review by the contracting 
officer under § 18-8.513-1 or § 18-8.513-3 
or (B) be subject to § 18-8.513-4: Pro¬ 
vided, however , No production equip¬ 
ment included in such inventory shall be 
disposed of prior to screening pursuant to 
§ 18-8.505: and 

(iii) The settlement will be accom¬ 
panied by a certificate substantially 
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similar to the certificate set forth in the 
settlement proposal forms in § 18-8.802: 

Provided , That the contracting officer 
shall not gi ant to the contractor any au¬ 
thority hereunder for settlements be¬ 
tween $2,500 and $10,000 without the 
written approval of the Procurement 
Officer. Except as provided in § 18- 
8.208-4(a) (3), authority granted to a 
prime contractor pursuant to paragraph 
(1) of this § 18-8.208-4 (a) by any con¬ 
tracting officer within NASA shall be ap¬ 
plicable to all prime contracts of all pro¬ 
curement offices within NASA which 
have been (A) terminated or (B) modi¬ 
fied by change orders. Such authoriza¬ 
tion may be exercised only in settling 
subcontracts which have been termi¬ 
nated as a result of termination for con¬ 
venience or modification of the prime 
contract by the Government. 

(2) Except as provided in subpara¬ 
graph (3) of this paragraph, the con¬ 
tracting officer without further approval 
or ratifications shall accept, as part of 
the prime contractor’s termination claim, 
any settlement of terminated lower tier 
subcontracts concluded by any of his 
immediate or lower tier subcontractors 
who, pursuant to subparagraph (1) of 
this paragraph, have been granted, by 
any contracting officer within NASA au¬ 
thority as prime contractors to settle 
subcontracts: Provided, That the settle¬ 
ment of such lower tier subcontracts is 
within the limit of such authority. 

(3) The provisions of (1) and (2) of 
this paragraph shall not apply to any 
contracts under the administration of 
any contracting officer within NASA, if 
such contracting officer so notifies the 
prime contractor concerned. Such no¬ 
tice (A) shall be in writing, (B) shall be 
issued only after written approval there¬ 
of by the Director of the Installation con¬ 
cerned or his deputy, and (C) if subpara¬ 
graph (2) of this paragraph is Involved 
shall specify, any subcontractor affected. 

(b) Section 18-8.513 shall apply to any 
disposal of completed end items allo¬ 
cable to the terminated subcontract, ex¬ 
cept that completed end items allocable 
to the terminated subcontract may be 
disposed of without review by the con¬ 
tracting officer under § 18-8.513-1 or 
§ 18-8.513-3, and without screening un¬ 
der § 18-8.513-4, if the total amount 
thereof (at the subcontract price) when 
added to the amount of the settlement 
does not exceed the amount authorized 
under this § 18-8.208-4. 

(c) ‘ A contracting officer granting the 
above authorization to a contractor shall 
be responsible for periodically making a 
selective review of settlements and settle¬ 
ment procedures to determine whether 
the contractor is making adequate re¬ 
views and fair settlements, and whether 
such authorization shall remain in effect. 
In connection with these periodic re¬ 
views, the contracting officer may obtain 
the advice and recommendations of the 
cognizant audit agency with respect to 
the auditing aspects of the contractor’s 
review procedures and those of the dis¬ 
posal office with respect to property dis¬ 
posal aspects of the contractor’s review 
procedures. Whenever the contracting 
officer determines that the contractor’s 
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procedures are not adequate or that Im¬ 
proper settlements are being made, he 
shall revoke the authorization by written 
notice to the contractor. The revocation 
shall take effect only from the date of 
receipt. 

(d) Any number of separate settle¬ 
ments may be made with a single sub¬ 
contractor. However, claims which 
would normally be included in a single 
settlement proposal, such as those based 
on a series of separate orders for the 
same item under one contract, shall be 
consolidated wherever possible, arid shall 
not be divided in order to bring them 
within an authorization. 

(e) Upon written request of the con¬ 
tractor and with the prior written ap¬ 
proval of the Director of the Installation 
concerned or his deputy, an authoriza¬ 
tion granted under paragraph (a) (1) of 
this section, may be increased to au¬ 
thorize the contractor to conclude settle¬ 
ments of more than $10,000 but not more 
than $25,000 under a particular prime 
contract. Such authorization in excess 
of $10,000 may be limited to specific sub¬ 
contracts or classes of subcontracts. 
However, production equipment, the cost 
of which is included in determining the 
amount of the claim, shall not be dis¬ 
posed of prior to screening pursuant to 
§ 18-8.505. 

§ 18-8.208-5 Recognition of judgments 
and arbitration awards. 

(a) In the event a subcontractor ob¬ 
tains a final judgment against a prime 
contractor, the contracting officer shall, 
for the purposes of settling the prime 
contract, treat the amount of the judg- 
men as a cost of settling with the sub¬ 
contractor, to the extent such judgment 
is properly allocable to the terminated 
portion of the prime contract if: 

Cl) The prime contractor has made 
reasonable efforts to include in his sub¬ 
contract the termination clause in § 18- 
8.706 or a similar clause excluding pay¬ 
ment of anticipatory profits or conse¬ 
quential damages; 

(2) The provisions of the subcontract 
relating to the rights of the parties upon 
its termination, in whole or in part, are 
fair and reasonable and do not unrea¬ 
sonably increase the common law rights 
of the subcontractor; 

(3) The contractor has made reason¬ 
able efforts to settle the claim of the 
subcontractor; 

(4) The contractor has given prompt 
notice to the contracting officer of the 
initiation of the proceedings in which 
the judgment was rendered and has not 
refused to give the Government control 
of the defense of the proceedings; and 

(5) The contractor has diligently de¬ 
fended the suit or, if the Government has 
assumed control of the defense of the 
proceedings, has rendered such reason¬ 
able assistance as has been requested by 
the Government. 

If the foregoing conditions are not all 
met, the contracting officer may allow 
the contractor such part of the judgment 
as he considers a fair amount for settling 
the termination claim under the subcon¬ 
tract, giving due regard to the policies 
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set forth in this Part 18-8 for settlement 
of such claims. 

(b) Where a contractor and his sub¬ 
contractor submit a subcontractor termi¬ 
nation claim to arbitration under any 
applicable law or contract provision, the 
contracting officer shall recognize the 
amount of the arbitration award as the 
cost of settling the claim of the subcon¬ 
tractor to the same extent and under the 
same conditions as specified in paragraph 
(a) of this § 18-8.208-5. 

§ 18-8.208—6 Deluy in settlement of 
subcoiitractor claims. 

Where a prime contractor is unable to 
settle with a subcontractor and such 
inability is delaying the settlement of the 
prime contract, the contracting officer 
may settle with the prime contractor, 
excepting from the settlement the whole 
or any part of the claim of such subcon¬ 
tractor and reserving the rights of the 
Government and of the prime contractor 
with respect thereto. 

§ 18—8.208—7 Government assistance in 
settlement of subcontracts. 

In unusual cases the contracting officer 
may determine that it is in the best in¬ 
terest of the Government to offer assist¬ 
ance to the prime contractor in the set¬ 
tlement of a particular subcontract. 
Such a situation may exist when the 
prime contractor has made all reasonable 
efforts to negotiate the settlement with¬ 
out success and the contracting officer 
believes that with the assistance of the 
Government a settlement can be reached. 
Such assistance shall be furnished only 
with the consent of the prime contractor. 
In such cases, an agreement may be en¬ 
tered into by the Government, the prime 
contractor, and a subcontractor, covering 
the settlement of one or more subcon¬ 
tracts. In any such case, payment to the 
subcontractor shall be effected through 
the prime contractor as part of the over¬ 
all settlement with the latter. 

§ 18-8.208-8 Assignment of rights under 
subcontracts. 

(a) The termination clauses set forth 
in Subpart 18-8.7 obligate the prime con¬ 
tractor to assign to the Government, in 
the manner, at the times, and to the 
extent directed by the contracting officer, 
all his right, title, and interest under any 
subcontracts terminated by reason of 
termination of the prime contract. The 
contracting officer shall not require such 
assignment unless he determines that it 
is in the best interest of the Government. 

(b) In giving the Government the right 
to require the assignment of the prime 
contractor’s interest in terminated sub¬ 
contracts, the termination clauses set 
forth in Subpart 18-8.7 also provide that 
the Government shall have the right, in 
its discretion, to settle and pay any or all 
claims arising out of the termination of 
such subcontracts. This right does not 
obligate the Government to settle and 
pay termination claims of subcontrac¬ 
tors. As a general rule, the prime con¬ 
tractor is obligated to settle and pay such 
claims. Where, however, the contracting 
officer determines that it is in the best 


interest of the Government to settle and 
pay directly a subcontractor’s termina¬ 
tion claim, he shall first obtain approval 
in accordance with existing procedures. 
An example of a situation in which the 
best interest of the Government would 
be served by effecting a direct settlement 
would be where a subcontractor is the 
sole source for a product and it appears 
that a delay by the prime contractor in 
settlement or payment of the subcon¬ 
tractor’s claim will jeopardize the finan¬ 
cial position of the subcontractor. Direct 
settlements with subcontractors are not 
encouraged. 

§ 18-8.209 Settlement agreements. 

§ 18-8.209-1 General. 

When a settlement has been negotiated 
with respect to the terminated portion 
of a contract, and all required views have 
been obtained, the contractor and the 
contracting officer shall enter into a set¬ 
tlement agreement, substantially in the 
form set forth in the appropriate sub- 
paragraph of § 18-8.806. The settlement 
shall cover (a) any setoffs and counter¬ 
claims which the Government may have 
against the contractor and which may be 
applied against the terminated contract, 
and (b> all claims of subcontractors, ex¬ 
cept claims which are specifically ex¬ 
cepted from the agreement and reserved 
for separate settlement. 

§ 18-8.209-2 Excepted items. 

Where any rights or claims of the 
Government or of the contractor are to 
be excepted from the settlement, the 
settlement agreement shall specify the 
nature and extent of the excepted items. 
However, care shall be taken so that the 
wording of the exception does not create 
any new rights in the parties beyond 
those in existence prior to the execution 
of the settlement agreement. The sepa¬ 
rate settlement of excepted items shall 
be in accordance with the provisions of 
this Section and shall be set forth in 
settlement agreements. 

§ 18-8.209—3 Government property. 

Before any settlement agreement is 
executed, the contracting officer shall de¬ 
termine the status of the Government 
property account for the terminated con¬ 
tract. If the audit of such property re¬ 
quired by NASA Industrial Property 
Control Manual (NPC-105A) paragraphs 
9-2 and 9-3, or Appendix C of ASPR. 
paragraph C-215, discloses property for 
which the contractor cannot account, the 
settlement agreement shall reserve the 
rights of the Government with respect 
to such property, or make an appropriate 
deduction from the amount otherwise 
due the contractor. 

§ 18—8.209—4 No-cost settlement. 

(a) If no costs have been incurred by 
the contractor with respect to the termi¬ 
nated portion of the contract or if the 
contractor is willing to waive the costs 
incurred by him and if no amounts are 
due to the Government under the con¬ 
tract, a no-cost settlement agreement 
shall be executed substantially in the 
form set forth in 5 18-8.806-6 or 5 18- 
8.806-7, as appropriate. 
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(b) Under a terminated cost-reim¬ 
bursement type contract, if the contrac¬ 
tor elects to obtain reimbursement of 
costs by the submission of Standard 
Form 1034 vouchers (costing-out), the 
settlement agreement shall cover only 
the fee, if any. 

§18—8.209—5 Partial settlements. 

Every effort should be made by the 
contracting officer to settle in one agree¬ 
ment all rights and liabilities of the par¬ 
ties under the contract except those 
arising from any continued portion of 
the contract. Generally, contracting of¬ 
ficers shall not attempt to make partial 
settlements covering particular items of 
the prime contractor’s settlement pro¬ 
posal. However, when a contracting offi¬ 
cer cannot promptly effect a complete 
settlement under the terminated con¬ 
tract, a partial settlement may be en¬ 
tered into: Provided (a) the issues on 
which agreement has been reached are 
clearly severable from other issues, and 
(b) the partial settlement will not preju¬ 
dice the interest of the Government or 
the contractor in disposing of the un¬ 
settled part of the claim. 

§ 18-8.209—6 Join! settlement of two or 
more claims. 

With the consent of the contractor, 
the contracting officer or officers con¬ 
cerned may negotiate jointly two or more 
termination claims of the same contrac¬ 
tor under different contracts, even 
though such contracts are with different 
NASA Installations. In such cases, ac¬ 
counting work shall be consolidated to 
the greatest extent practical. The set¬ 
tlement resulting from such joint nego¬ 
tiation may be evidenced by one settle¬ 
ment agreement covering all contracts 
involved or by a separate agreement for 
each contract involved. Where the set¬ 
tlement agreement covers more than one 
contract, it shall (a) clearly identify the 
contracts involved: (b) apportion the 
total amount of the settlement among 
the several contracts on some reasonable 
basis; (c) have attached or incorporated 
therein a schedule showing the appor¬ 
tionment; and (d) be distributed and at¬ 
tached to each contract involved in the 
same manner as other contract amend¬ 
ments. 

§ 18—8.209—7 Settlement hy determina¬ 
tion. 

(a) General. To the extent that the 
contractor and contracting officer are 
unable to agree upon the settlement of 
a terminated contract or if a termina¬ 
tion claim is not submitted within the 
Period required by the termination 
clause in the contract, the contracting 
officer shall issue a determination of the 
amount due in accordance with the ter¬ 
mination clause in the contract, includ¬ 
ing any cost principles incorporated 
therein by reference. The contracting 
officer shall comply with the provisions 
of §§ 18-8.209-1 through 18-8.209-6 in 
nmking any such determination. 

( b) Notice to contractor . The con¬ 
tracting officer shall give the contractor 
not less than 15 days’ notice by certified 
m ail (return receipt requested) to sub¬ 
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mit on or before a stated date, written 
evidence substantiating the amount 
claimed to be due. 

(c) Submission of evidence. (1) The 
contractor has the burden of establish¬ 
ing by proof satisfactory to the contract¬ 
ing officer the amount claimed. 

(2) The contractor may submit such 
vouchers, verified transcripts of books 
of account, affidavits, audit reports, and 
other documents as he may wish. The 
contracting officer may request the con¬ 
tractor to submit such additional docu¬ 
ments and data, and may cause such ac¬ 
counting, investigations, and audits to 
be made, as he deems appropriate. 

(3) The contracting officer may accept 
photostatic or other copies of documents 
and records, and shall not require orig¬ 
inal documents, unless there is a ques¬ 
tion of authenticity. 

(4) If the contractor wishes to confer 
with the contracting officer, or if the 
contracting officer wishes additional in¬ 
formation from Government personnel 
or from independent experts, or wishes 
to consult persons whose affidavits or 
reports have been submitted, the con¬ 
tracting officer, in his discretion, may 
hold such conferences as he deems 
appropriate. 

(d) Determinations. After reviewing 
the information submitted or otherwise 
available to him, the contracting officer 
shall determine the amount due and 
shall transmit a copy of his determina¬ 
tion to the contractor by certified mail 
(return receipt requested). The letter 
of transmittal shall advise the contractor 
that the determination is a final decision 
from which an appeal may be taken 
under the Disputes clause. The deter¬ 
mination shall set forth the amount due 
the contractor and shall be supported by 
detailed schedules conforming generally 
to the forms for settlement proposals 
prescribed in § 18-8.802 and by additional 
information, schedules, and analyses, as 
appropriate. An adequate explanation 
shall be given for each major item of dis¬ 
allowance. The contracting officer need 
not reconsider (I) any settlement with 
a subcontractor, (2) any disposition of 
property, or (3) any other action relating 
to the terminated portion of the contract, 
where such settlement, disposition, or 
other action has been previously ratified 
or approved by him or another duly 
authorized contracting officer. 

(e) Preservation of evidence. The 
contracting officer shall retain in appro¬ 
priate files of the contracting agency 
all written evidence and other data or 
copies thereof, relied upon by him in 
making his determination, except that 
copies of original books of account, need 
not be made. Books of account together 
with other original papers and docu¬ 
ments, shall be returned to the con¬ 
tractor within a reasonable time. 

(f) Appeals. The contractor has a 
right of appeal, under the Disputes 
clause of the contract, from any settle¬ 
ment by determination, except that the 
contractor has no such right of appeal 
where he has failed to submit his settle¬ 
ment proposal within the time provided 
in the contract and has failed to request 
extension of such time. The pendency 
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of an appeal shall not affect the author¬ 
ity of the contracting officer to settle the 
termination claim or any part thereof by 
a negotiated agreement with the con¬ 
tractor at any time before the appeal is 
decided. 

§ 18—8.210 Contracting officer'd negotia¬ 
tion memorandum. 

The contracting officer shall, at the 
conclusion of the settlement negotia¬ 
tions, prepare a memorandum setting 
forth the principal elements of the set¬ 
tlement for inclusion in the contract file 
and for the use of reviewing authorities. 
If the settlement was negotiated on the 
basis of individual items, the contracting 
officer shall specify the factors consid¬ 
ered with respect to each item. If the 
settlement was negotiated on an overall 
lump-sum basis, the contracting officer 
need not evaluate each item or group of 
items individually, but the total amount 
of the recommended settlement shall be 
supported in reasonable detail. The 
memorandum shall include explanations 
of matters as to which differences and 
doubtful questions were settled by agree¬ 
ment, and the factors taken into con¬ 
sideration in connection therewith, and 
any other matters which, in the opinion 
of the contracting officer, will assist re¬ 
viewing authorities in understanding the 
basis for the settlement. 

Sections 18-8.211-1 and 18-8.211-2 
revised. 

§ 18—8.211—1 Settlement Review Board. 

The Director of Procurement has es¬ 
tablished a Settlement Review Board at 
NASA Headquarters to review proposed 
settlements as required by § 18-8.211-2 
(a) (see NASA Management Instruction 
1152.8). NASA Installations will estab¬ 
lish their own internal procedures for 
review of proposed settlements below the 
dollar level stipulated in § 18-8.211-2 
(a). 

§18-8.211-2 Required review and ap¬ 
proval. 

(a) When required. Prior to execut¬ 
ing a supplemental agreement, or issuing 
a determination of the amount due under 
the Termination clause of a contract, or 
approving or ratifying a subcontract set¬ 
tlement, the contracting officer shall 
submit each such settlement or deter¬ 
mination for review and approval by the 
Board if: 

(1) The settlement or determination 
with respect to a prime contract involves 
$500,000 or more, and with respect to a 
subcontract involves $100,000 or more 
(see § 18-8.101-1); 

(2) The settlement or determination 
is limited to an adjustment of the fee of 
a cost-reimbursement contract or sub¬ 
contract and— 

(i) in the case of a complete termina¬ 
tion, the fee, as adjusted, is $100,000 or 
more; or 

(ii) in the case of a partial termination, 
the fee, as adjusted, with respect to the 
terminated portion of the contract or 
subcontract, is $100,000 or more; or 

(3) the contracting officer desires re¬ 
view by the Board, in cases other than 
in (1) and (2) of this paragraph. 
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(b) Submission of information. The 
contracting officer shall submit directly 
to the Board a statement of the settle¬ 
ment, supported by such detailed infor¬ 
mation as is required for an adequate 
review. This information normally 
should include copies of the: 

(1) Contractor's or subcontractor's set¬ 
tlement proposal; 

(2) Audit report; 

(3) Property disposal report and any 
required approvals in connection there¬ 
with; and 

(4) Contracting officer's memorandum 
explaining the settlement (see § 18- 
8 . 210 ). 

The Board may, at its discretion, require 
the submission of additional information. 

Section 18-8.212 revised in its entirety. 

§ 18—8.212 Payment. 

§ 18-8.212-1 Partial payments upon 
termination. 

(a) General. If the contract author¬ 
izes partial payments on termination 
claims prior to settlement, a fixed-price 
prime contractor, or a cost-reimburse¬ 
ment prime contractor whose settlement 
proposal includes costs, may request such 
partial payments in the form set forth 
in § 18-8.802-10 at any time after sub¬ 
mission of interim or final settlement 
proposals. Applications for partial pay¬ 
ments shall be processed promptly. Par¬ 
tial payments to a subcontractor shall be 
made only through the prime contractor. 

(b) Amount of partial payment. Be¬ 
fore approving any partial payment 
requested by the contractor, the con¬ 
tracting officer shall have made such 
accounting, engineering, or other special¬ 
ized reviews as he deems proper of the 
data required by this Section to be sub¬ 
mitted in support of the contractor's 
settlement proposals. If such reviews 
and the contracting officer's examination 
of the data indicate that the requested 
partial payment is proper, the contract¬ 
ing officer may, in his discretion, author¬ 
ize payments as follows: 

<1) An amount up to 100 percent of 
the contract price, adjusted in accord¬ 
ance with § 18-8.306 for undelivered ac¬ 
ceptable items completed prior to the 
termination date, or completed there¬ 
after with the approval of the contract¬ 
ing officer, which are included in the 
contractor’s settlement proposals pur¬ 
suant to § 18-8.306; 

(2) An amount up to 100 percent of 
the amount of any subcontract settle¬ 
ment effected and paid by the prime 
contractor; provided the settlement has 
been approved or ratified by the con¬ 
tracting officer pursuant to § 18-8.208- 
3(0 or has been authorized pursuant to 
§ 18-8.208-4; 

(3) An amount up to 90 percent of the 
direct cost of termination inventory, in¬ 
cluding costs of raw materials, purchased 
parts, supplies, and direct labor; 

(4) A reasonable amount, not to exceed 
90 percent, of other allowable costs (in¬ 
cluding manufacturing and administra¬ 
tive overhead) allocable to the termi¬ 
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nated portion of the contract and not 
included in paragraphs (1), (2), or (3) 
of this § 18-8.212-1; and 

(5) An amount up to 100 percent of 
partial payments made to subcontractors 
in conformance with this § 18-8.212-1 (b). 

No partial payments shall be made on 
account of profit or fee which may be 
claimed with respect to the terminated 
portion of the contract. In exercising his 
discretion as to the extent to which 
partial payments shall be made, the con¬ 
tracting officer shall consider the dili¬ 
gence of the contractor in settling with 
his subcontractors and in preparing its 
own claim. 

<c) Recognition of assignments. 
Where an assignment of claims has been 
made under the contract, partial pay¬ 
ments shall not be made to other than 
the assignee unless the parties to the 
assignment consent to the payments. 

(d) Security for partial payments. To 
the extent that any partial payment is 
made with respect to completed end 
items or for direct or indirect costs of 
termination inventory, the interest of the 
Government shall be protected by trans¬ 
fer of title to the Government of the 
completed end items or termination in¬ 
ventory concerned, or by the creation of 
a lien in favor of the Government, para¬ 
mount to all other liens, on such com¬ 
pleted end items or termination inven¬ 
tory, or by other means authorized by 
existing procedures. 

(e) Deductions in computing amount 
of partial payments . There shall be de¬ 
ducted from the gross amount of any 
partial payment otherwise payable under 
§ 18-8.212-1 (b): 

(1) All unliquidated balances of prog¬ 
ress payments and advance payments 
(including interest thereon) theretofore 
made to the contractor, which are allo¬ 
cable to the terminated portion of the 
contract; and 

(2) The amounts of all credits arising 
from the purchase, retention, or sale of 
property the costs of which are included 
in the application for partial payment. 

(f) Limitation on total amount: effect 
of overpayment. The total amount of 
all partial payments shall not exceed the 
amount which will, in the opinion of the 
contracting officer, become due to the 
contractor by reason of the termination. 
If the total of partial payments made to 
the contractor should exceed the amount 
finally determined to be due to the con¬ 
tractor on his termination claim, the ex¬ 
cess shall be repayable to the Government 
on demand, together with interest com¬ 
puted at the rate of 6 percent per annum 
from the date such excess payment was 
received by the contractor to the date of 
repayment: Provided , That (I) no inter¬ 
est shall be charged for any such excess 
payment attributable to a reduction in 
the contract termination claim by reason 
of retention or other disposition of ter¬ 
mination inventory, until 10 days after 
the date of such retention or disposition, 
or such later date as determined by the 
contracting officer by reason of the cir¬ 
cumstances, and (2) no interest shall be 


charged for overpayment under cost- 
reimbursement type research and de¬ 
velopment contracts (without profit or 
fee to the contractor) if the overpay¬ 
ments are repaid to the Government 
within 30 days after demand. 

(g) Certification and approval of par¬ 
tial payments. Partial payments in a 
specific amount shall be made on the 
basis of vouchers or invoices certified by 
the contractor. The certification shall 
include, in addition to any other provi¬ 
sions ordinarily required to be included 
in such certificate, the following: 

Tlie payment covered by this voucher is a 
partial payment on account of the Contrac¬ 
tor’s termination claim under contract No. 

2__ made pursuant to Part 8 of the 

NASA Procuerment Regulation. 

The invoice or voucher, if proper, shall be 
approved by the contracting officer by 
noting thereon the following: 

Payment in the amount of $-ap¬ 

proved. 

§ 18—8.212—2 Final payment. 

(a) Negotiated settlement. Upon exe¬ 
cution of a settlement agreement, a 
voucher or invoice showing the amount 
agreed upon, less any portion previously 
paid, shall be prepared and certified in 
the usual form and presented to the dis¬ 
bursing officer for payment. A copy of 
the settlement agreement shall be at¬ 
tached to the voucher or invoice. 

(b) Settlement by determination. In 
the event of a settlement by determina¬ 
tion: 

(1) If the contractor has not appealed 
the determination, a voucher or invoice 
showing the amount so determined to be 
due, less any portion previously paid, 
shall be prepared and certified in the 
usual form and presented to the disburs¬ 
ing officer for payment; or 

(2) If the contractor has appealed the 
determination, a voucher or invoice 
showing the amount finally determined 
on such appeal to be due, less any portion 
previously paid, shall be prepared and 
certified in the usual form and presented 
to the disbursing officer for payment. 
Pending determination of any appeal, an 
invoice or voucher pursuant to subpara¬ 
graph (1) of this paragraph may be pre¬ 
sented to the disbursing officer for pay¬ 
ment, without prejudice to the rights of 
either party on the appeal. 

(c) Interest . No interest shall be paid 
by the Government on the amount due 
under a settlement agreement or a settle¬ 
ment by determination. 

§ 18-8.213 Cost principles applicable to 
the settlement of research and devel¬ 
opment contracts with educational in¬ 
stitutions. 

The cost principles and procedures set 
forth in Subpart 18-15.3, shall, subject to 
the general policies set forth in § 18— 
8.301, be a guide for the negotiation of 
settlements under fixed price or cost- 
reimbursement type contracts for experi¬ 
mental, developmental or research work 
with educational institutions, in accord¬ 
ance with § 18-15.103 and Part 18 - 15 . 6 . 
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Subpart 18-8.3 revised in its entirety. 

Subpart 18—8.3—Additional Principles 

Applicable to the Settlement of 

Terminated Fixed-Price Type Con¬ 
tracts 

§ 18—8.301 General. 

(a) A settlement should compensate 
the contractor fairly for the work done 
and the preparations made for the ter¬ 
minated portions of the contract, includ¬ 
ing an allowance for profit thereon which 
is reasonable under the circumstances. 
Fair compensation is a matter of judg¬ 
ment and cannot be measured exactly. 
In a given case, various methods may be 
equally appropriate for arriving at 
fair compensation. The application of 
standards of business judgment, as dis¬ 
tinguished from strict accounting prin¬ 
ciples, is the heart of a settlement. 

(b) The primary objective is to negoti¬ 
ate a settlement by agreement. The par¬ 
ties may agree upon a total amount to 
be paid the contractor without agreeing 
on or segregating the particular elements 
of costs or profit comprising this amount. 

(c) Cost and accounting data may pro¬ 
vide guides, but are not rigid measures, 
for ascertaining fair compensation. In 
appropriate cases, costs may be esti¬ 
mated, differences compromised, and 
doubtful questions settled by agreement. 
Other types of data, criteria, or stand¬ 
ards may furnish equally reliable guides 
to fair compensation. The amount of 
record keeping, reporting and account¬ 
ing, in connection with the settlement of 
termination claims shall be kept to the 
minimum compatible with the reasonable 
protection of the public interest. 

§ 18—8.302 Cost principles. 

The principles set forth in the appli¬ 
cable Subpart of Part 18-15 shall be used 
as a guide for the evaluation of cost in¬ 
formation in the negotiation of a ter¬ 
mination settlement. 

§ 18-8.303 Allowance for profit. 

(a) General. Profit shall be allowed 
only on preparations made and work 
done by the contractor for the terminated 
portion of the contract but may not be 
allowed on the contractor’s settlement 
expenses. Anticipatory profits and con¬ 
sequential damages shall not be allowed 
(but see § 18-8.208-5). Any reasonable 
method may be used to arrive at a fair 
profit, separately or as a part of the 
whole settlement. 

(b) Factors to be considered. In ne¬ 
gotiating profit, factors to be considered 
include: 

(1) Extent and difficulty of the work 
done by the contractor as compared with 
the total work required by the contract; 
engineering estimates of the percentage 
of completion ordinarily should not be 
required, but if available should be con¬ 
sidered; 

(2) Engineering work, production 
scheduling, planning, technical study 
and supervision, and other necessary 
services; 

(3) Efficiency of the contractor, with 
particular regard to (i) attainment of 


quantity and quality production, (ii) re¬ 
duction of costs, and (iii) economy in the 
use of materials, facilities, and man¬ 
power; 

(4) Amount and source of capital em¬ 
ployed. and extent of risk assumed; 

(5) Inventive and developmental con¬ 
tributions. and cooperation with the Gov¬ 
ernment and other contractors in sup¬ 
plying technical assistance; 

(6) Character of the business, includ¬ 
ing the source and nature of materials 
and the complexity of manufacturing 
techniques; 

(7) The rate of profit which the con¬ 
tractor would have earned had the con¬ 
tract been completed; 

(8) Character, extent, and difficulty 
of subcontracting, including selection, 
placement, and management of subcon¬ 
tracts, settlement of terminated sub¬ 
contracts, and engineering, technical 
assistance, and other services rendered 
but the profit shall not be measured by 
the amount of the contractor’s pay¬ 
ments to subcontractors for settlement 
of their termination claims; and 

(9) The rate of profit both parties con¬ 
templated at the time the contract was 
negotiated. 

(c) Profit in settlements by determi¬ 
nation. The formula for determining 
profit, set forth in subparagraph (e) (ii) 
(C) of the termination clause for fixed- 
price contracts (see § 18-8.701) and sub- 
paragraph (e) (i) (C) of the clause for 
fixed-price construction contracts (see 
§ 18-8.703), is applicable only to a settle¬ 
ment by determination (see § 18-8.209- 
7), and shall not be used in establishing 
the profit allowed in a settlement by ne¬ 
gotiation. 

§ 18-8.304 Adjustment for loss. 

(a) In the negotiation or determina¬ 
tion of any settlement, no profit shall be 
allowed if it appears that the contractor 
would have incurred a loss had the entire 
contract been completed. The amount 
of loss shall be negotiated or determined 
and an adjustment in the amount of set¬ 
tlement shall be made as specified in 
paragraph (b) or (c) of this section. In 
estimating the cost to complete, con¬ 
sideration shall be given to expected pro¬ 
duction efficiencies and to other factors 
affecting the cost to complete. 

(b) If the settlement is on an inven¬ 
tory basis, the contractor shall not be 
paid more than: 

(1) The amount negotiated or deter¬ 
mined for settlement expenses; 

(2) The contract price, as adjusted, 
for acceptable completed end items (see 
§ 18-8.306) ; and 

(3) The remainder of the settlement 
amount otherwise agreed or determined 
(not excluding the allocable portion of 
initial costs (see § 18-15.205-42(c)), re¬ 
duced by multiplying that remainder by 
the ratio of (A) the total contract price, 
to (B) the total cost incurred prior to 
termination plus the estimated cost to 
complete the entire contract; 

less all disposal credits and all unliqui¬ 
dated advance and progress payments 
previously made to the contractor under 
the contract. 
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(c) If the settlement is on a total cost 
basis, the contractor shall not be paid 
more than: 

(1) The amount negotiated or deter¬ 
mined for settlement expenses; and 

(2) The remainder of the total settle¬ 
ment amount otherwise agreed or de¬ 
termined, reduced by multiplying that 
remainder by the ratio of (A) the total 
contract price, to (B) that remainder 
plus the estimated cost to complete the 
entire contract; 

less all disposal and other credits, all 
advance and progress payments, and 
all other amounts previously paid to the 
contractor under the contract. 

§ 18—8.305 Deductions. 

From the amount payable to the con¬ 
tractor under a settlement, there shall 
be deducted (a) the agreed price for any 
part of the termination inventory pur¬ 
chased or retained by the contractor, 
and the proceeds of sale of any materials 
sold by him, which have not otherwise 
been paid or credited to the Govern¬ 
ment; (b) the fair value, as determined 
by the contracting officer, of any part of 
the termination inventory which, prior 
to transfer of title to the Government 
or to a buyer pursuant to Subpart 18-8.5 
is destroyed, lost, stolen, or so damaged 
as to become undeliverable, except for 
normal spoilage or to the extent the 
Government has expressly assumed the 
risk of loss; and (c) such other amounts 
as appropriate in the particular case. 

§ 18-8.306 Completed end items. 

Promptly after the effective date of 
termination, the contracting officer shall 
have all undelivered completed end items 
inspected and accepted if they comply 
with the prime contract requirements, 
and shall determine which accepted end 
items shall be delivered under the con¬ 
tract. The contractor shall be paid for 
completed end items so accepted and 
delivered by invoicing them at the con¬ 
tract price in the usual manner and shall 
not include such end items in his termi¬ 
nation claim. Where completed end 
items, though accepted, are not to be 
delivered under the contract, the con¬ 
tractor shall include such end items in 
his settlement proposal at the contract 
price, appropriately adjusted for any 
saving of freight or other charges, to¬ 
gether with any credits for their pur¬ 
chase, retention, or sale. 

§ 18—8.307 Settlement proposals. 

§ 18-8.307—1 Submission of settlement 
proposals. 

(a) Subject to the provisions of the 
Termination clause in the contract, the 
contractor shall promptly submit to the 
contracting officer a settlement proposal 
setting forth the amount claimed to be 
due by reason of the termination. The 
proposal shall be submitted within one 
year from the effective date of the termi¬ 
nation, unless the period has been ex¬ 
tended in accordance with the terms of 
the contract. 

(b) The settlement proposal shall 
cover all elements of the contractor’s 
claim, including settlements with sub- 


18, 1966 



622 

contractors. With the consent of the 
contracting officer, proposals may be 
filed in successive steps covering separate 
portions of a claim. Such interim pro¬ 
posals shall include all costs of a par¬ 
ticular type, except as the contracting 
officer may authorize otherwise. 

(c) Settlement proposals shall be in 
the form prescribed in § 18-8.802. When 
none of those forms is adequate for a 
particular contract, the Director of Pro¬ 
curement may authorize appropriate 
modifications. Settlement proposals 
shall be in reasonable detail supported 
by adequate accounting data. Actual, 
standard (approximately adjusted), or 
average costs, may be used in preparing 
settlement proposals; provided, that such 
costs are determined in accordance with 
generally recognized accounting prin¬ 
ciples consistently followed by the con¬ 
tractor. When actual, standard, or 
average costs are not reasonably avail¬ 
able, estimated costs may be used if the 
method of arriving at the estimates is 
approved by the contracting officer. A 
contractor shall not be required to main¬ 
tain unduly elaborate cost accounting 
systems merely because his contracts 
may subsequently be terminated. 

(d) DD Form 831 (see § 18-8.802-3) 
may be used when the total claim is less 
than $2,500, unless otherwise instructed 
by the contracting officer. Claims which 
would normally be included in a single 
settlement proposal, such as those based 
on a series of separate orders for the 
same item under one contract, shall be 
consolidated wherever possible and shall 
not be divided in such a way as to bring 
them below $2,500. 

§ 18-8.307-2 Bases for settlement pro¬ 
posals. 

(a) Inventory basis. Use of the in¬ 
ventory basis tor settlement proposals 
is preferred. Under this basis the con¬ 
tractor shall claim only costs chargeable 
or allocable to the terminated portion 
of the contract, and the settlement pro¬ 
posal shall itemize separately: 

(1) At purchase or manufacturing cost, 
each of the following—metals, raw ma¬ 
terials, purchased parts, work in process, 
finished parts, components, dies, jigs, 
fixtures, and tooling; 

(2) Charges such as engineering costs, 
initial costs, and general and adminis¬ 
trative costs; 

(3) Costs of settlements with subcon¬ 
tractors; 

(4) Settlement expenses; and 

(5) Other proper charges. 

An allowance for profit (see § 18-8.303) 
or adjustment for loss (see § 18-8.304(b)) 
shall be made to complete the gross 
termination claim. All unliquidated ad¬ 
vance and progress payments, and all 
disposal and other credits known when 
the proposal is submitted, shall then be 
deducted. 

(b) Total cost basis. (1) When use 
of the inventory basis is not practicable 
or will unduly delay settlement, the total 
cost basis may be used if approved in 
advance by the contracting officer. 

(2) When the total cost basis is used 
under a complete termination, all costs 
incurred under the contract up to the 
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effective date of termination shall be 
itemized and the costs of settlements 
with subcontractors and applicable set¬ 
tlement expenses shall be added. An 
allowance for profit (see 5 18-8.303) or 
adjustment for loss (see § 18-8.304(c)) 
shall be made. The contract price for 
all end items which have been or are 
to be delivered and accepted shall be de¬ 
ducted. All unliquidated advance and 
progress payments, disposal and other 
credits known when the proposal is sub¬ 
mitted, shall also be deducted. 

(3) When the total cost basis is used 
under a partial termination, the settle¬ 
ment proposal shall not be submitted 
until completion of the continued por¬ 
tion of the contract. The settlement 
proposal shall be prepared in accordance 
with (2) above except that all costs in¬ 
curred to the date of completion of the 
continued portion of the contract shall 
be included. 

(c) Other basis. Termination claims 
shall not be submitted on any basis other 
than paragraphs (a) or (b) of this sec¬ 
tion without the prior approval of the 
Director of Procurement. 

§ 18—8.308 Limitation on settlements. 

The total amount payable to the con¬ 
tractor on account of a settlement, 
whether through negotiation or by deter¬ 
mination, before deducting disposal or 
other credits and exclusive of settlement 
costs, shall not exceed the contract price 
less payments otherwise made or to be 
made under the contract. 

Subpart 18-8.4 revised in its entirety. 

Subpart 18-8.4—Additional Principles 

Applicable to the Settlement of 

Terminated Cost-Reimbursement 

Type Contracts 

§ 18-8.401 General comuderalions. 

The termination clauses for cost-reim¬ 
bursement type contracts (see §§ 18- 
8.702 and 18-8.704) provide for the settle¬ 
ment of costs and of fee, if any. The 
provisions of the particular contract gov¬ 
erning costs shall determine what costs 
are allowable. 

§ 18—8.402 Discontinuance of vouchers. 

(a) When the contract has been com¬ 
pletely terminated, the contractor shall 
not use Standard Form 1034 (Public 
Voucher) after the last day of the sixth 
month following the month in which the 
termination notice is effective; however, 
he may elect to discontinue the use of 
such vouchers at any time prior thereto. 
When the contractor has vouchered out 
all costs within the 6-month period, his 
claim for fee, if any, may be submitted 
on DD Form 547 (see § 18-8.803) or by 
letter appropriately certified. The con¬ 
tractor must substantiate the amount of 
the fee he claims. The claim for fee 
must be submitted to the contracting 
officer within 1 year from the effective 
date of termination, unless the period 
has been extended in accordance with 
the terms of the contract. When the use 
of vouchers has been discontinued, all 
unvouchered costs and claim for fee, if 
any, shall thereafter be submitted in ac¬ 
cordance with § 18-8.804. 


(b) When the contract has been 
partially terminated, the provisions of 
§ 18-8.405 shall be applied. 

§ 18-8.403 Notice to the General Ac¬ 
counting Office. 

The contracting officer shall promptly 
send a copy of the notice of termination 
to the General Accounting Office. In 
addition, he shall advise that Office of 
the date on which the 6-month voucher- 
ing period will expire, or of the con¬ 
tractor’s election to discontinue the use 
of Standard Form 1034 prior to expira¬ 
tion of the 6-month period. 

§ 18-8.404 Procedure after vouchers 
arc discontinued. 

§ 18—8.404—1 Submission of settlement 
proposal. 

The contractor shall submit a settle¬ 
ment proposal covering his costs and his 
claim for a fee, if any. Such proposal 
shall be submitted to the contracting 
officer within one year from the effective 
date of termination, unless the period 
has been extended in accordance with 
the terms of the contract and in the form 
prescribed in 5 18-8.803. unless the Direc¬ 
tor of Procurement authorizes modifica¬ 
tion thereof. The proposal shall con¬ 
tain only unvouchered costs and the con¬ 
tractor may not include in such proposal 
costs which: 

(a) Have been finally disallowed by 
the contracting officer or the General 
Accounting Office; or 

(b) Are the subject of a reclaim 
voucher or any costs of a similar nature. 

§ 18-8.404—2 Interim negotiations. 

The contracting officer and the con¬ 
tractor shall proceed immediately to take 
all action required by the termination 
clause of the contract and by this Sec¬ 
tion (including negotiation of settle¬ 
ments with fixed-price subcontractors), 
but no final settlement agreement shall 
be executed until there has been full 
compliance with §§ 18-8.404-5 through 
18-8.404-7. 

§ 18-8.404—3 Partial payments. 

Requests for partial payments shall be 
made and processed in accordance with 
§ 18-8.212-1. 

§ 18—8.404-4 Adjustment of overhead 
eosts. 

(a) If the contract contains a negoti¬ 
ated overhead rate clause (see § 18- 
8.704) and it appears that adjustment of 
overhead costs applicable to vouchered 
costs under the procedure established for 
determining such negotiated overhead 
rates will unduly delay final settlement, 
the contracting officer after obtaining 
appropriate information from the cog¬ 
nizant auditor may agree with the con¬ 
tractor: 

(1) To negotiate the amount of over¬ 
head for the contract for the period for 
which fixed overhead rates have not pre¬ 
viously been negotiated, based upon 
audit recommendations requested by the 
contracting officer for such purpose; or 

(2) That any overhead adjustment 
shall be reserved in the final settlement 
agreement, pending establishment of ne- 
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gotiated rates in accordance with Sub¬ 
part 18-3.7. 

(b) When an amount of overhead is 
negotiated pursuant to (a) (1) above, 
the contractor will eliminate such over¬ 
head and the related direct costs on 
which it was based from the total pool 
and base used to compute overhead for 
other contracts performed during the 
applicable accounting period. 

§ 18-8.404—5 Information concerning 
previous cost vouchers. 

(a) The contracting officer shall no¬ 
tify the appropriate disbursing officer in 
writing of the number of the last Stand¬ 
ard Form 1034 cost voucher submitted to 
him for payment. 

(b) Within 10 days from the date of 
payment of the last Standard Form 1034 
voucher or from the date of receipt of 
the notice referred to in paragraph (a) 
of this section, whichever is later, the 
disbursing officer shall prepare and 
transmit to the contracting officer a list 
of all Standard Form 1034 vouchers paid 
under the contract, showing (1) disburs¬ 
ing officer voucher number; (2) amount 
of voucher; (3) date of payment; (4) 
disbursing officer's name, symbol, and 
address; and (5) total amount of vouch¬ 
ers paid. The contracting officer shall 
verify the number and amounts of the 
vouchers listed against the records of the 
NASA Installation and if any discrep¬ 
ancies exist, shall request the disbursing 
officer to reconcile them. After recon¬ 
ciliation, the verified list shall be re¬ 
turned to the disbursing officer. 

§ 18—8.404—6 Notice to General Account¬ 
ing Officer of audit status date. 

Upon receipt of the verified list of 
vouchers, the disbursing officer shall im¬ 
mediately transmit a Notice of Audit 
Status Date (DD Form 547s), by certified 
mail (return receipt requested) to the 
Regional Office of the General Account¬ 
ing Office zone in which the work on the 
terminated contract was being per¬ 
formed. Such notice fixes as the "Audit 
Status Date" (a) the day 60 days from 
the date of the receipt of the notice by 
the General Accounting Office, or (b) the 
date of the receipt by the NASA Instal¬ 
lation of the final General Accounting 
Office audit status letter, whichever is 
earlier. The disbursing officer shall 
send a copy of the notice to the contract¬ 
ing officer, and shall state when the no¬ 
tice was received by the General Ac¬ 
counting Office. 

§ i 8—8.40-1—7 Exceptions by the General 
Accounting Office. 

(a) During the first 30 days after 
receipt by it of the audit status notice, 
the General Accounting Office will con¬ 
tinue to issue informal inquiries before 
issuing exceptions; thereafter and until 
the audit status date, it will issue ex¬ 
ceptions without issuing informal in¬ 
quiries. Only those exceptions listed in 
the General Accounting Office final audit 
status letter will be considered as out¬ 
standing at that time; all informal in¬ 
quiries will either be converted by the 
General Accounting Office to exceptions 
at the time of issuance of that letter or 
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be deemed to have been cleared. Upon 
receipt of replies to exceptions, the Gen¬ 
eral Accounting Office will promptly 
furnish notice that the reply is satis¬ 
factory or will promptly issue a revised 
exception. No exceptions (other than 
pro forma exceptions) will be issued 
after the audit status date. 

(b) All replies to exceptions and in¬ 
formal inquiries shall advise the General 
Accounting Office of the disposition to 
be made of the particular item in the 
final settlement and shall contain com¬ 
plete information justifying the pay¬ 
ments in question. Replies shall be sub¬ 
mitted promptly. After the audit status 
date, a final attempt shall be made by 
the contracting officer to clear with the 
General Accounting Office all outstand¬ 
ing exceptions and reclaim vouchers 
prior to final settlement. 

§ 18-8.401—8 Final settlement. 

(a) The contracting officer may pro¬ 
ceed with completion of the settlement 
and exception of an appropriate settle¬ 
ment agreement at any time after receipt 
of the final audit status letter. If no 
such letter has been received on or before 
the 15th day following the audit status 
date, the contracting officer may proceed 
on the basis that there are no outstand¬ 
ing exceptions. 

(b) The fee shall be adjusted as pro¬ 
vided in § 18-8.406. 

(c) The final settlement agreement 
may include all claims of the Govern¬ 
ment and of the contractor under the 
terminated contract, except that no 
amount may be allowed for any item of 
cost which is the subject of a General 
Accounting Office exception, either 
cleared by deduction or uncleared, or for 
any other item of cost of the same na¬ 
ture, unless a reclaim voucher covering 
such cost has been presented by the con¬ 
tractor and authorized by the General 
Accounting Office for payment. 

(d) The provisions of the contract 
governing the types of reimbursable costs 
shall constitute the basis of negotiations; 
however, if an overall settlement of costs 
is agreed upon, agreement on each 
separate element of cost is not necessary. 
In appropriate cases, differences may be 
compromised and doubtful questions 
settled by agreement. An overall settle¬ 
ment shall not, under any circumstances, 
be made the means of reimbursing con¬ 
tractors for costs which under the pro¬ 
visions of the contract are clearly not 
allowable. 

§ 18—8.405 Procedure for partial termi¬ 
nation. 

§ 18-8.405-1 General. 

(a) In the event of a partial termina¬ 
tion, the settlement shall be limited to 
adjustment of the fee, if any, in accord¬ 
ance with §§ 18-8.405-2 and 18-8.406 un¬ 
less the contracting officer determines 
that: 

(1) The terminated portion is clearly 
severable from the balance of the con¬ 
tract; or 

(2) Performance of the contract is 
virtually complete, or that performance 
of any continued portion is only on sub¬ 
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sidiary items or spare parts, or is other¬ 
wise not substantial. 

(b) In the case of the foregoing ex¬ 
ceptions, the procedures in §§ 18-8.402, 
18-8.403,18-8.404 are applicable. 

§ 18—8.405—2 Submission of settlement 
proposal (fee only). 

The contractor shall submit a settle¬ 
ment proposal which shall be limited to 
the amount of his claim, if any, for a fee. 
Such proposal shall be submitted to the 
contracting officer within 1 year from 
the effective date of termination, unless 
the period has been extended in ac¬ 
cordance with the terms of the contract. 
The proposal may be submitted in the 
form prescribed in § 18-8.803 or by let¬ 
ter appropriately certified. The con¬ 
tractor must substantiate the amount of 
the fee he claims. 

§ 18—8.405—3 Submission of vouchers. 

In the event of a partial termination 
when settlement is limited to adjustment 
of fee, if any, the contractor shall con¬ 
tinue to' submit on Standard Form 1034 
all costs reimbursable under the con¬ 
tract, including (a) his own costs al¬ 
locable to the terminated portion of the 
contract, (b) cost of settlements with 
subcontractors properly identified as 
such, and (c) applicable settlement ex¬ 
penses. The contractor shall not be re¬ 
imbursed for costs of settlements with 
subcontractors unless the approval or 
ratifications required pursuant to the 
contract have been obtained (see 
§ 18-8.208). 

§ 18—8.406 Adjustment of fee. 

The adjusted fee to be paid, if any, 
shall be determined in the manner pro¬ 
vided by the contract, generally based on 
percentage of completion of the contract 
or of the terminated portion thereof. 
Where this basis is used, factors such as 
the extent and difficulty of the work per¬ 
formed by the contractor (including but 
not limited to planning, scheduling, tech¬ 
nical study, engineering work production 
and supervision, placing and supervising 
subcontracts to the extent reasonably 
required, and work performed by the 
contractor in (a) stopping performance, 
(b) settling claims of subcontractors, 
and (c) disposing of termination inven¬ 
tory) shall be compared with the total 
work required by the contract or by the 
terminated portion thereof. The ratio 
of costs incurred to the total estimated 
cost of performing the contract or the 
terminated portion thereof is only one 
factor in computing the percentage of 
completion. This percentage may be 
either greater or less than that indicated 
by the ratio of costs incurred, depending 
upon the evaluation by the contracting 
officer of the above factors and other 
relevant considerations. 

§ 18—8.407 Termination for default. 

The right to terminate a cost-reim¬ 
bursement type contract for default is 
provided for in the Termination clause 
set forth in 5 18-8.702. In the event of 
termination, the contractor shall be re¬ 
imbursed his allowable costs in accord¬ 
ance with the clause, and an appropriate 
reduction shall be made in the total fee, 
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if any, computed in accordance with the 
default provisions of the contract (see 
paragraph (e) (i) (D) (II) of the clause 
in § 18-8.702). The costs of preparing 
the contractor’s settlement proposal are 
not allowable. A cost-reimbursement 
type contract does not contain any pro¬ 
vision for recovery of excess costs of re¬ 
procurement after termination for de¬ 
fault, but see paragraph (b) of the clause 
set forth in § 18-7.203-5 with respect to 
failure of the contractor to replace or 
correct defective supplies. The pro¬ 
cedures set forth in §§ 18-8.602 and 18- 
8.603 shall be used to the extent appro¬ 
priate in considering the termination for 
default of a cost-reimbursement type 
contract. A 10-day notice to the con¬ 
tractor prior to termination for default 
is required in every case by the Termina¬ 
tion clause in § 18-8.702. 

Section 18-8.501 revised; § 18-8.501-1 
and § 18-8.501-2 added. 

§ 18—8.501 General. 

§ 18-8.501—1 Methods of disposal. 

Subject to the Government exercising 
its right under the termination clause in 
a contract to acquire title to, and require 
delivery of, any items of termination in¬ 
ventory, the contractor shall dispose of 
all termination inventory in the manner 
most favorable to the Government by the 
following methods, in the order of priority 
indicated: 

(a) Purchase or retention by the 
prime contractor or subcontractor at 
cost; 

(b) Return to suppliers; 

(c) Sale (including purchase or reten¬ 
tion at less than cost by the prime con¬ 
tractor or subcontractor); or 

(d) Other disposition as hereinafter 
provided. 

§ 18-8.501-2 General restrictions on 
contractor’s authority. 

(a) The following general restrictions 
are in addition to specific restrictions set 
forth in this Subpart 18-8.5. 

(b) The authority of a contractor to 
purchase, retain, or dispose of termina¬ 
tion inventory or to authorize or approve 
a purchase, retention, or disposition by 
a subcontractor is subject to (1) any ap¬ 
plicable Government restrictions on the 
disposition of property which is either 
classified by reason of military security 
or is dangerous to public health, safety 
or welfare, and (2) any contract provi¬ 
sions regarding the disposition of mate¬ 
rial subject to a lien. 

(c) Contractors shall not sell termi¬ 
nation inventory to persons known by 
them to be NASA personnel, or civilian 
or military personnel of the Department 
of Defense who were or are engaged in 
the administration or termination of 
NASA contracts. 

(d) The authority of a contractor to 
approve a sale or a purchase or reten¬ 
tion at less than cost, by a subcontractor 
and the authority of a subcontractor to 
sell, or to purchase or retain at less than 
cost, termination inventory with the ap¬ 
proval of the next higher-tier contractor 
does not include (1) a sale by a subcon - 
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tractor to the next higher-tier contractor 
or to an affiliate of such contractor or 
of the subcontractor, or (2) a sale, or a 
purchase or retention at less than cost, 
by a subcontractor affiliated with the 
next higher-tier contractor. Each such 
excluded sale, purchase, or retention re¬ 
quires the written approval of the con¬ 
tracting officer. A firm shall be consid¬ 
ered to be affiliated with another firm if 
they are under common control or if 
there is any common interest between 
them, by reason of stock ownership or 
otherwise, which is sufficient to create 
a reasonable doubt that the bargaining 
between them is completely at arm’s 
length. 

Sections 18-8.502 revised; § 18-502.1 
through § 18-8.502-3 added. 

§ 18-8.502 Contractor-acquired prop¬ 
erty—purchase or retention at cost, 
or return to suppliers. 

§ 18—8.502—1 Purchase or retention at 
cost. 

Contractors shall be encouraged to 
purchase or retain contractor-acquired 
property at cost. No part of the cost of 
property so purchased or retained shall 
be included in settlement proposals. In 
any instance in which a contractor pur¬ 
chases or retains any allocable contrac¬ 
tor-acquired property for use in other 
continuing Government contracts or 
commercial operations, handling and 
transportation charges necessitated by 
the purchase or retention of such prop¬ 
erty may be included in the contractor’s 
settlement proposal as “other costs”: 
Provided, That such costs are reasonable. 
Where property purchased or retained 
is for use on a continuing Government 
contract and is not in excess of the quan¬ 
titative requirements for completion of 
that contract, that property shall be con¬ 
sidered properly allocable to the con¬ 
tinuing contract if that contract is sub¬ 
sequently terminated, even though its 
procurement would otherwise constitute 
undue anticipation of production sched¬ 
ules. If, as a result of the purchase or 
retention of property from a terminated 
contract for use on a continuing Gov¬ 
ernment contract, the contractor ter¬ 
minates subcontracts under the con¬ 
tinuing Government contract, the 
charges incurred by reason of the ter¬ 
mination of such subcontracts may be 
included in the termination claim under 
the terminated contract. 

§ 18-8.502—2 Return of property to sup¬ 
pliers. 

Contractors are authorized and shall 
be encouraged to return allocable quan¬ 
tities of contractor-acquired property to 
suppliers for full credit less the sup¬ 
plier’s normal restocking charge, or 25 
percent of cost whichever is less. Con¬ 
tractors shall not include in their settle¬ 
ment proposals the cost of such property 
returned to suppliers in accordance with 
this paragraph. Contractors may in¬ 
clude in their settlement proposals as 
“other costs” the transportation han¬ 
dling and restocking charges with re¬ 
spect to the property so returned. 


§ 18-8.502—3 Cost-reimbursement type 
contracts. 

Under cost-reimbursement type con¬ 
tracts the contractor’s right to purchase 
or retain contractor-acquired property at 
cost (see § 18-8.502-1) or return such 
property to suppliers (see § 18-8.502-2) 
shall be subject to the approval of the 
contracting officer after adjustment of 
previously reimbursed costs for such 
property. 

Section 18-8.503 revised; § 18-8.503-1 
through § 18-8.503-7 added. 

§ 18-8.503 Inventory schedules. 

§ 18-8.503—1 Submission of inventory 
schedules. 

As promptly as possible after receipt of 
a Notice of Termination, the prime con¬ 
tractor is required to submit inventory 
schedules to the contracting officer cover¬ 
ing all items of termination inventory, in¬ 
cluding Government-furnished property: 
Provided, That termination inventory 
purchased or retained at cost, or re¬ 
turned to suppliers, pursuant to § 18— 
8.502 shall not be listed. Inventory 
schedules may be submitted prior to sub¬ 
mission of the settlement proposal. Sub¬ 
mission shall not be delayed in order to 
supply complete cost data on items of 
work in process where such data is not 
readily available. Partial schedules may 
be submitted from time to time when 
they cover substantial portions of a par¬ 
ticular property classification in the ter¬ 
mination inventory. Each schedule sub¬ 
mitted shall be designated by the con¬ 
tractor as “partial” or “final.” 

§ 18-8.503-2 Separate schedules. 

Separate sets of schedules shall be 
submitted on the forms prescribed in 
Subpart 18-8, this Part, for contractor- 
acquired and for Government-furnished 
property. Within each of these cate¬ 
gories. property shall be grouped sepa¬ 
rately in the following classifications: 

(a) Production equi pment ; 

(b) Aeronautical material and equip¬ 
ment; 

(c) Electronic material and equip¬ 
ment; 

(d) Special tooling; 

(e) Special test equipment; 

(f) Other serviceable or usable prop¬ 
erty (see § 18-8.101-18); and 

(g) Scrap or salvage. 

Classification of property by the contrac¬ 
tor in the schedules shall be subject to the 
approval of the contracting officer. 

g 18-8.503—3 Inventory description*. 

A commercial description, adequate for 
disposal and screening purposes, of all 
items having commercial value shall be 
included in the inventory schedules. 
Where any items of termination inven¬ 
tory bear a Government identification 
number, such number shall be listed on 
the inventory schedules. In the case of 
other items, the contractor shall furnish 
a description sufficient to enable the con¬ 
tracting officer to determine the proper 
disposition thereof. The contractor shall 
consult the contracting officer when in 
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doubt as to the extent of description re¬ 
quired. The contractor need not item¬ 
ize material believed to be scrap or sal¬ 
vage if (a) such material is physically 
segregated in the contractor’s plan; and 
(b) the contractor submits a statement 
describing the material generally, setting 
forth its approximate cost, and giving 
such other information as may be neces¬ 
sary for the contracting officer to deter¬ 
mine whether the material is scrap or 
salvage. If the material is determined 
by the contracting officer to be scrap or 
salvage (see §18-8.504), the contractor 
may make a single descriptive entry on 
an inventory schedule covering such ma¬ 
terial and indicating its approximate to¬ 
tal cost. 

§ 18-8.5034 Inventory schedule cer¬ 
tificate. 

The certificate on the inventory sched¬ 
ules listed in § 18-8.802-4 through § 18- 
8.802-8 shall be executed by the contrac¬ 
tor on each schedule submitted. The 
certificate, among other things, tenders 
title to the Government of the property 
listed therein, unless the Government al¬ 
ready has title thereto. 

§ 18—8.503—5 Common items. 

Under no circumstances shall the con¬ 
tractor’s inventory schedules include 
any items (except for property delivery 
of which has been required by the Gov¬ 
ernment and except for Government- 
furnished property) reasonably usable 
on other work of the contractor without 
loss to it. (See § 18-15.205-42.) 

§ 18—8.503—6 Withdrawal* from inven¬ 
tory schedule*. 

If at any time prior to final disposition 
any items of contractor-acquired prop¬ 
erty listed in the contractor’s inventory 
schedules become reasonably usable on 
other work of the contractor without loss 
to him and this fact is known to the con¬ 
tractor, the contractor is required to 
purchase or retain such items at cost in 
accordance with § 18-8.502-1 or § 18-8.- 
502-3, whichever is applicable, and shall 
amend his inventory schedules and his 
settlement proposal accordingly. Upon 
notification to the contracting officer, the 
contractor may similarly purchase or 
retain at cost any other items of property 
included in his inventory schedules. 
Withdrawal of Government-furnished 
property included in inventory schedules 
is subject to approval by the contracting 
officer. 

£ 18—8.503—7 Rejection and correction 
of inadequate schedules. 

(a) General. Contracting officers 
shall cause to be verified, to the extent 
practicable, the physical count and con¬ 
dition of inventories, including Govern¬ 
ment-furnished property, listed on the 
contractor’s inventory schedules. If any 
inventory schedule submitted by a con¬ 
tractor is found to be inadequate, the 
contractor shall be promptly notified and 
required to correct or supplement the 
schedule as to the items which are de¬ 
ficient. Inventory schedules shall not 
he rejected if the information contained 
therein is adequate for disposal purposes, 
even if complete cost data on work in 


process are not available. Rejection of 
an inventory schedule shall be limited 
where possible to specific items thereon 
and shall not necessarily render the en¬ 
tire schedule unacceptable. 

(b) Effect on plant clearance period . 
(1) Where only individual items on the 
inventory schedules covering all items of 
a particular property classification are 
in need of correction or amplification, 
the inventory schedules as submitted 
shall be considered acceptable for pur¬ 
poses of starting the final phase of a 
plant clearance period (sec § 18-8.101- 
12). However, where the inadequacy of 
an inventory schedule requires the re¬ 
turn of the entire schedule to the con¬ 
tractor for correction or revision, the 
final phase of the plant clearance period 
as to the property classification covered 
thereby shall not begin until acceptable 
final schedules covering that property 
classification have been submitted. 

(2) The contracting officer shall ad¬ 
vise the contractor of any deficiencies 
apparent in the inventory schedule 
within 15 days after receipt of the final 
schedule, or the schedules shall be 
deemed acceptable for purposes of start¬ 
ing the final phase of a plant clearance 
period. However, should substantial 
errors develop which were not apparent 
from the inventory schedules previously 
deemed acceptable, the final phase of a 
plant clearance period shall not be 
deemed to have commenced until cor¬ 
rected schedules have been submitted, 
unless the contracting officer determines 
that no unwarranted delay in disposal 
operations was occasioned thereby. 

Section 18-8.504 revised; § 18-8.504-1 
and § 18-8.504-2 added. 

§ 18—8.504 Scrap and salvage. 

§ 18—8.504—1 General. 

Promptly after the submission of in¬ 
ventory schedules, by the contractor, the 
contracting officer shall review, or cause 
to be reviewed the contractor’s treatment 
of any items of termination inventory as 
scrap or salvage (see § 18-8.503-3). The 
review shall include a careful examina¬ 
tion of the inventory schedules and in 
appropriate cases physical inspection of 
the property involved. Prior to deter¬ 
mining that such items are scrap or sal¬ 
vage, the contracting officer shall obtain 
such screening clearances and other ap¬ 
provals as may be required. If the con¬ 
tracting officer determines that any of 
the materials listed by the contractor as 
scrap or salvage are serviceable or usable 
materials, the contractor shall, in ac¬ 
cordance with such determination, sub¬ 
mit revised inventory schedules (see 
§ 18-8.503-7). Property determined to 
be scrap and which, by other Govern¬ 
ment regulations, is required to be seg¬ 
regated by alloy or otherwise, shall be 
so segregated by the contractor. Prop¬ 
erty determined to be scrap or salvage 
may, with the approval of the contracting 
officer, be sold or otherwise disposed of 
by the contractor in accordance with the 
provisions of § 18-8.505, §18-8.507. or 
§ 18-8.509. In appropriate cases, when 
approved by the contracting officer, such 
sales may be consolidated with the con¬ 


tractor’s sales of scrap and salvage gen¬ 
erated, from his other work and in such 
cases, the scrap warranty required by 
§ 18-8.504-2 may be waived in the discre¬ 
tion of the contracting officer. 

§ 18-8.504—2 Scrap warranty. 

(a) If any termination inventory is 
sold as scrap, a scrap warranty, substan¬ 
tially as set forth in 8,805 shall be ob¬ 
tained. 

<b) The scrap warranty may be re¬ 
leased on behalf of the Government by 
the contracting officer if, as considera¬ 
tion for the release, the Government is 
paid the d'fference between (1) the price 
for which the material was sold as scrap 
and (2) an amount, approved by the 
contracting officer, not less than that 
which the material would bring if it were 
sold at a fair and reasonable price as set 
forth in § 18-8.507-2(a), for purposes 
other than use as scrap. The release of 
the scrap warranty shall be given by the 
Government and the consideration paid 
to the Government, even though the con¬ 
tract containing the warranty was not 
made directly with the Government. 

(c) In the event of resale of any ma¬ 
terial subject to a scrap warranty, the 
seller is required to obtain an appropriate 
scrap warranty from the purchaser 
thereof. Upon tender of this warranty 
to the Government, the seller shall be 
released by the Government from liability 
under his own warranty. 

Sections 18-8.505. 18-8.507, 18-8.507-1, 
18-8.507-2, 18-8.507-3, and 18-8.507-4 
revised. 

§ 18—8.505 Screening of serviceable and 
usable property. 

NASA contracting officers shall sub¬ 
mit all termination inventory schedules 
to the cognizant NASA property officer 
for screening and utilization in accord¬ 
ance with NASA Management Manual 
20-4-2. 

§ 18—8.506 Government-furnished prop¬ 
erty. 

Government-furnished property in¬ 
cluded in termination inventory; re¬ 
turn of which has not been required by 
the Government, may be disposed of in 
the same manner as other termination 
inventory after screening in accordance 
with the requirements of NASA Manage¬ 
ment Manual 20-4-2. The contracting 
officer is required to approve all such dis¬ 
positions and may specify methods for 
preparing and routing inventory sched¬ 
ules covering such property. 

§ 18—8.507 Sale or other disposition of 
termination inventory. 

§ 18—8.507—1 General. 

Under the standard termination 
clauses, the contractor is required to use 
his best efforts to sell termination inven¬ 
tory, in the manner, at the times, to the 
extent, and at the prices directed or au¬ 
thorized by the contracting officer, ex¬ 
cept that the contractor (1) is not re¬ 
quired to extend credit to any purchaser, 
and (2) may purchase or retain at less 
than cost any items of termination in¬ 
ventory not retained by him at cost. Any 
property which is included in the con- 
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tractor’s inventory schedules, which has 
not been acquired by the Government 
under § 18-8.505. may be purchased or 
retained at less than cost by the con¬ 
tractor or sold by the contractor to a 
third party as provided in § 18-8.507-2 
or § 18-8.507-3 at any time after notifi¬ 
cation by the contracting officer that 
screening has been accomplished or will 
not be required. Any such purchase, re¬ 
tention or sale shall be subject to the 
approval of the contracting officer, as 
part of or prior to the final settlement. 

§ 18-8.507-2 Competitive sale*. 

(a) Except as provided in § 18-8.507-3. 
termination inventory shall be offered for 
sale on a competitive basis. Generally, 3 
bids shall be obtained, one of which may 
be submitted by the contractor. How¬ 
ever. solicitations shall not be restricted 
to three bids, unless the circumstances 
clearly justify such a restriction. 'Hie 
property shall be sold to that responsible 
bidder whose bid is most advantageous 
to the Government, price and other fac¬ 
tors considered, or purchased or re¬ 
tained by the contractor if his bid is most 
advantageous to the Government: Pro¬ 
vided, that the price shall be fair and 
reasonable in the light of reasonable 
knowledge or test of the market, due re¬ 
gard being had for current prices for 
any raw materials or products for which 
quotations are published, and to the cir¬ 
cumstances, nature, condition, quantity, 
and location of property. Any bid by 
the contractor shall be submitted in the 
same manner as and concurrently with 
other bids. The contractor shall not be 
entitled to preference in any sale. 

(b) Bids shall be solicited sufficiently 
in advance of the opening of bids to al¬ 
low bidders an adequate opportunity to 
prepare and submit their bids. The con¬ 
tracting officer shall furnish the con¬ 
tractor from available records and bid¬ 
ders lists the names of prospective 
purchasers. Bids shall be solicited from 
the original suppliers and those prospec¬ 
tive bidders designated by the contracting 
officer. Bids shall be solicited by any 
one of the methods set forth below: 
Provided , That when deemed necessary 
by the contractor to assure full and free 
competition, more than one method may 
be used: And provided further , That 
where the original acquisition cost of 
serviceable material available for sale 
at any one time and location is $25,000 
or more, in addition to any other method 
of solicitation used, the sale shall also 
be advertised in a newspaper of general 
circulation as provided in (4) of this 
paragraph: 

(1) A notice of the proposed sale may 
be mailed or delivered to all prospective 
bidders; if tills method is used, the bid¬ 
ders list shall include all responsible 
prospective purchasers known to the 
contractor and located in the general 
area in which the property is located; 

(2) A notice of the proposed sale may 
be displayed at appropriate public 
places; 

(3) A notice of the proposed sale may 
be published in appropriate trade jour¬ 
nals or magazines; 
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(4) A notice of the proposed sale may 
be published in a newspaper of general 
circulation in the locality in which the 
property is located; or 

(5) Where the amount or value of the 
property is not large enough to warrant 
preparation of a formal notice of the 
proposed sale, or other special circum¬ 
stances are present, invitations to bid 
may, with the contracting officer’s ap¬ 
proval, be issued orally, by telephone, 
or by other informal media, so long as 
the element of competition is main¬ 
tained, and each such sale is fully docu¬ 
mented. 

<c) Any notice of a proposed sale 
under (b) above shall indicate in general 
terms the types of material for sale, 
shall give the date on or after which 
such material will be available for sale, 
and shall reserve the right to reject any 
or all bids submitted. So far as feasible, 
lots shall be offered in such reasonable 
quantities as to permit all bidders, small 
as well as large, to compete on equal 
terms. 

§ 18—8.507—3 Other sales. 

(a) Sales, or purchases or retentions 
at less than cost by the contractor, may, 
if the Government’s interests are ade¬ 
quately protected, be authorized by the 
contracting officer without competitive 
bids when essential in the interest of 
making a fair and prompt settlement 
(including the expeditious clearance of 
the contractor’s plant) 

(b) After such screening as may be 
required by existing procedures, scien¬ 
tific equipment allocated to terminated 
research and development contracts 
with educational institutions may be 
sold to or retained by the contractor for 
use in educational or research pursuits 
without obtaining competitive bids. 
Prices under which such equipment is 
transferred shall be negotiated between 
the contractor and the contracting 
officer. 

(c) Sales, purchases, and retentions 
under (a) or (b), of this section shall 
be at prices which are fair and reason¬ 
able, and not less than the proceeds that 
could reasonably be expected to be ob¬ 
tained if the property were offered for 
competitive sale. 

§ 18-8.507-4 Procee<ls of sale. 

Unless otherwise provided in the con¬ 
tract, the proceeds of any sale, purchase 
or retention shall be credited to the 
Government as part of the settlement 
agreement, or otherwise credited to the 
price or cost of the work covered by the 
contract, or paid in such manner as the 
contracting officer may direct. 

Sections 18-8.507-6 and 18-8.508 
through 18-8.510 revised. 

§ 18-8.507-6 Foreign contractor inven¬ 
tory. 

(See NASA Management Manual 20- 
4-8.) 

g 18—8.508 Donations. 

See NASA Management Manual 20- 
4-4. 


§ 18-8.509 Destruction or abandon¬ 
ment. 

See NASA Management Manual 20- 
4-4. 

§ 18-8.510 Special machinery, tooling, 
and equipment. 

Except as otherwise provided in the 
contract, if the settlement is to include 
any item of cost on account of special 
machinery and equipment, or special 
tooling, the contracting officer shall take 
appropriate steps to protect the Govern¬ 
ment’s interest by: 

(1) Requiring transfer of title to such 

property to the Government; 

(2) Requiring the inclusion of such 
property in the contractor’s inventory 
schedules, to be treated in the same man¬ 
ner as termination inventory; or 

(3) In the event of purchase or reten¬ 
tion by the contractor, making an equi¬ 
table adjustment of the costs to be in¬ 
cluded in the settlement for such prop¬ 
erty, which adjustment shall take into 
account the rate of amortization thereon, 
the possible use thereof on other work of 
the contractor, the ultimate disposal 
value thereof, and any rights to be re¬ 
tained by the Government. 

Section 18-8.511 revised; §§ 18-8.511-1 
and 18-8.511-2 added. 

§ 18-8.511 Removal and Storage. 

§ 18-8.511-1 Special storage at the ex¬ 
pense and risk of the contractor. 

The contractor may, at any time dur¬ 
ing the plant clearance period, upon 
written notice to the contracting officer, 
store any items of termination inventory, 
not previously disposed of, in a ware¬ 
house or other storage location, on or off 
his own premises, unless otherwise di¬ 
rected by the contracting officer within 
10 days of the receipt by the contracting 
officer of such notice. Such storage shall 
in no way modify the responsibility of the 
contractor with respect to such property. 
The expense of such storage, including 
any removal incident thereto, shall be 
borne by the contractor, unless the con¬ 
tracting officer determines that such 
removal or storage is for the convenience 
of the Government. 

§ 18-8.511-2 Storage at the expense 
and risk of the Government. 

At any time after expiration of the 
plant clearance period, the contractor 
may submit to the contracting officer, a 
list certified as to quantity and quality, 
of any items of termination inventory 
not previously disposed of, exclusive of 
items the disposition of which has been 
directed or authorized by the contracting 
officer, and may request the Government 
to remove such items or enter into a stor¬ 
age agreement covering them. Not later 
than 15 days thereafter, the Govern¬ 
ment shall accept title to such items and 
remove them or enter into a written stor¬ 
age agreement covering the same: Pro¬ 
vided, That the list submitted shall be 
subject to verification by the contracting 
officer upon removal of the items (or if 
the items are stored, within 45 days from 
the date of submission of the list). Any 
necessary adjustment to correct the list 
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as submitted shall be made prior to final 
settlement. 

Section 18-3.512 add 

§ 13-8.512 Review of properly disposal. 

(See NASA Management Manual 20- 
4-4.) 

Section 18-8.513 revised; §§ 18-8.513-1 
through 18-8.513-4 added. 

§ 18—8.513 Subcontractor termination 
inventory. 

§ 18-8.513-1 General policy. 

(a) The prime contractor and each 
subcontractor are primarily responsible 
for the disposition of the termination in¬ 
ventory of their respective next lower- 
tier subcontractors, but all such disposals 
shall be subject to review by the con¬ 
tracting officer as provided in § 18-8.208- 
3(c) (but see § 18-8.208-4). The poli¬ 
cies and provisions set forth in § 18-8.501, 
§ 18-8.502. § 18-8.505, § 18-8.506. § 18- 
8.508, § 18-8.509, and § 18-8.512, shall be 
applicable in the case of subcontractors. 
Any rights which the prime contractor 
has or acquires in the termination in¬ 
ventory of his first-tier or lower-tier sub¬ 
contractors shall, to the extent directed 
by the contracting officer, be exercised 
for the benefit of the Government, in 
accordance with the provisions of the 
contract between the Government and 
the prime contractor. 

(b) Subcontractors in all tiers will 
prepare inventory schedules in accord¬ 
ance with the requirements of this part. 
Normally disposition instructions for 
termination inventory, except serviceable 
or usable property, ivill be furnished by 
the next higher-tier subcontractor or the 
prime contractor, as the case may be. 
Each subcontractor may submit his next 
lower-tier subcontractor’s inventory 
schedules of serviceable or usable prop¬ 
erty directly to the contracting officer for 
review and disposition instructions, un¬ 
less otherwise directed by the contracting 
officer. In the interest of expediting dis¬ 
position of termination inventory, the 
cognizant contracting officer will permit 
such direct submission, unless he deter¬ 
mines that the submission of inventory 
schedules through all intermediate tiers 
of subcontractors is necessary in the best 
Interest of the Government. When such 
a determination is made, it must be in 
writing and submitted to the Procure¬ 
ment Officer for approval. 

§ 18-8.513-2 Inventory ftclicdulc*. 

The prime contractor and each higher- 
tier subcontractor shall obtain adequate 
information concerning the termination 
inventory for which their subcontractors 
claim reimbursement. For tills purpose, 
the forms of inventory schedules listed in 
5 18-8.802-4 through § 18-8.802-8 may 
be used, but their use is not required if 
substantially equivalent information is 
obtained, as called for by § 18-8.503. In 
any event, full information on the con¬ 
dition and usability of such inventory 
shall be furnished, and certificates simi¬ 
lar to those set forth in such schedules 
shall be obtained from the subcontractor. 


§ 18—8.513—3 Scrap and Balvape. 

The prime contractor and each higher- 
tier subcontractor shall review any 
recommendations of their respective sub¬ 
contractors concerning scrap and sal¬ 
vage. If the prime contractor or the 
higher-tier subcontractor determines 
that any of the materials are serviceable 
and usable materials, he shall require the 
subcontractor to submit revised inventory 
data in accordance with such determina¬ 
tions. The Government shall not be 
bound by any determination that ma¬ 
terial is scrap or salvage unless the deter¬ 
mination, and any sale of the material 
as scrap or salvage, have the prior ap¬ 
proval of the contracting officer. A 
scrap warranty running to the Govern¬ 
ment shall be obtained wherever such 
material is sold as scrap. 

§ 18-8.513—4 Serviceable or usable 
property. 

Subcontractor termination inventory, 
which is not purchased or retained at 
cost, and which is determined to be serv¬ 
iceable or usable property shall be dis¬ 
posed of by: 

(a) submission for screening and pos¬ 
sible redistribution within the Govern¬ 
ment pursuant to § 18-8.505; and 

(b) sales to third parties (including 
purchases or retentions at less than cost 
by the subcontractor, a higher-tier sub¬ 
contractor, or the prime contractor) 
made in general conformity with 
§ 18-8.507. 

Section 18-8.514 revised, §§ 18-8.514-1 
and 18-8.514-2 added. 

§ 18—8.514 Adjustment prior to final 
settlement. 

§ 18-8.514—1 Duty of contractors to in¬ 
form Government. 

By the terms of the Inventory Sched¬ 
ule Certificate set forth in Inventory 
Schedules A, B. C, D, and E (see § 18- 
8.802-4 through § 18-8.802-8), the con¬ 
tractor or subcontractor is required to 
inform the Government of any substan¬ 
tial change in the status of his termina¬ 
tion inventory arising between the date 
of submission of his termination inven¬ 
tory schedules and final disposition of 
such inventory. 

§ 18—8.514—2 Right of Government to 
review inventory schedules. 

(a) Regardless of any disposition of 
termination inventory pursuant to this 
Subpart 18-5 the Government shall con¬ 
tinue to have the right, prior to final 
settlement, to require additional infor¬ 
mation concerning such inventory, to 
contest its allocability to the terminated 
portion of the contract, or to exclude 
such inventory from the settlement on 
any proper grounds. 

(b) If. prior to final settlement, the 
Government determines that any por¬ 
tion of the termination inventory is not 
allocable to the terminated contract or 
should be excluded from the settlement 
on any other grounds, the cost thereof, 
and any credits related thereto, shall be 
excluded from the settlement. If the 
contractor has actually paid to the Gov¬ 


ernment the proceeds realized from the 
disposition of such inventory, the Gov¬ 
ernment shall repay such proceeds to 
the contractor. If such inventory has 
been delivered to the Government, nor¬ 
mally it should be returned to the con¬ 
tractor at the contractor’s expense and 
risk. 

Section 18-8.515 revised. 

§ 18-8.515 Accounting for termination 
inventory. 

(a) Prior to final settlement with the 
prime contractor, all termination inven¬ 
tory of the prime contractor and his 
subcontractors must be accounted for 
as follows: 

(1) By purchase or retention at cost 
by the contractor or subcontractor, or by 
return to supp-iers, and omission or with¬ 
drawal of such inventory from the con¬ 
tractor’s inventory schedules (see § 18- 
8.502); 

(2) By transfer to the Government in¬ 
cluding donation (see § 18-8.505 and 
§ 18-8.508); 

(3) By sale (including purchase or re¬ 
tention at less than cost by the con¬ 
tractor or subcontractor) and applica¬ 
tion of the proceeds or agreed value in 
reduction of the contractor’s claim, or 
otherwise to the credit of the Govern¬ 
ment (see § 18-8.507); 

(4) By destruction or abandonment 
(see § 18-8.509); or 

(5) By other disposition in accordance 
with the terms of the contract and of this 
Part. 

(b) In the event that any termination 
inventory not disposed of is lost, de¬ 
stroyed, damaged, or for any reason can¬ 
not be delivered by the contractor at the 
time of settlement of his termination 
claim, such termination inventory, unless 
the Government has expressly assumed 
the risk involved, or unless the contract 
provides otherwise, shall be accounted 
for as inventory purchased or retained by 
the Contractor, and the fair value of the 
inventory, as determined by the con¬ 
tracting officer, shall be deducted from 
the termination claim. 

Section 18-8.601 revised. 

§ 18-8.601 General. 

(a) Termination for default is gen¬ 
erally the exercise of a contractual right 
of the Government to terminate the con¬ 
tract in whole or in part by reason of the 
contractor’s failure, actual or anticipa¬ 
tory, to perform his obligations under 
the contract. 

(b) If the contractor can establish that 
his failure to perform arose out of causes 
beyond his control and without his fault 
or negligence, the contract clauses in 
§§ 18-8.707 and 18-8.709 provide that a 
termination for default shall be deemed 
to have been a termination for the con¬ 
venience of the Government, and the 
rights and obligations of the parties shall 
be governed accordingly. 

(c) The Government may also in ap¬ 
propriate cases exercise termination or 
cancellation rights in addition to those 
set forth in the contract clauses (see for 
example, paragraph (f) of the Default 
clause in § 18-8.707). 
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Sections 18-8.602 and 18-8.603 revised 
in their entirety, §§ 18-8.602-1 through 
18-8.602-7 and 18-8.603-1 through 18- 
8.603-6 added. 

§ 18-8.602 Termination of fixed-price 
supply contracts for default. 

§ 18-8.602—1 The Government’s right to 
terminate for default. 

Under contracts containing the De¬ 
fault clause in § 18-8.707 the Govern¬ 
ment has the right, subject to the notice 
requirements of the clause, to terminate 
the whole or any part of the contract for 
default if the contractor (a) fails to 
make delivery of the supplies or to per¬ 
form the services within the time speci¬ 
fied in the contract, (b) fails to perform 
any other provision of the contract, or 

(c) fails to make progress so as to en¬ 
danger performance of the contract. 

§ 18-8.602—2 EfTcct of termination for 
default. 

(a) Under a termination for default 
the Government is not liable for the con¬ 
tractor’s costs on undelivered work, and 
is entitled to the repayment of advance 
payments and progress payments, if any, 
applicable to such work. The Govern¬ 
ment may elect, pursuant to paragraph 

(d) of the Default clause (see § 18- 
8.707), to require the contractor to trans¬ 
fer title and deliver to the Government 
completed supplies and manufacturing 
materials, in the manner and to the ex¬ 
tent directed by the contracting officer. 
The contracting officer shall not use the 
Default clause as authority to acquire 
any completed supplies or manufacturing 
materials unless he has made certain 
that the Government does not already 
have title thereto under some other pro¬ 
vision of the contract. In the event 
manufacturing materials are to be re¬ 
quired by the Government under the 
authority of the Default clause for the 
purpose of furnishing the materials to 
any other contractor, the contracting 
officer shall take such action only after 
giving due consideration to the diffi¬ 
culties that such contractor may en¬ 
counter in making use of the materials. 

(b) Subject to the provisions of para¬ 
graph (c) of this section, the Govern¬ 
ment shall pay to the contractor the 
contract price for any completed sup¬ 
plies, and the amount agreed upon by the 
contracting officer and the contractor for 
any manufacturing materials, acquired 
by the Government pursuant to the De¬ 
fault clause. 

(c) In order to protect the Govern¬ 
ment from overpayment for any com¬ 
pleted supplies or manufacturing mate¬ 
rials. that might result from failure to 
make provision for the Government’s 
potential liability to laborers and mate¬ 
rialmen for lien rights outstanding 
against such supplies or materials after 
the Government has paid the contractor 
therefor, the contracting officer shall take 
one or more of the following measures 
before making the payment referred to 
in (b) above: 

(1) Ascertain whether the payment 
bonds, if any, furnished by the contrac¬ 
tor are adequate to satisfy all lienors* 
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claims; or whether it is feasible to obtain 
similar bonds to cover outstanding liens; 

(2) Require the contractor to furnish 
appropriate statements from laborers 
and materialmen disclaiming any lien 
rights they may have to the supplies and 
materials; 

(3) Obtain appropriate agreement by 
the Government, the contractor and lien¬ 
ors assuring release of the Government 
from any potential liability to the con¬ 
tractor or lienors; 

(4) Withhold from the amount other¬ 
wise due for the supplies or materials 
such amount as the contracting officer 
determines to be necessary to protect the 
Government’s interest, but only if the 
measures set forth in (1), (2), and (3) 
cannot be accomplished or are otherwise 
deemed inadequate; 

(5) Take any other action the con¬ 
tracting officer deems appropriate, con¬ 
sidering the particular circumstances 
and the degree of the contractor’s sol¬ 
vency. 

(d) The contractor is liable to the 
Government for any excess costs in¬ 
curred hi procuring supplies and services 
simliar to those terminated for default 
(see § 18-8.682-6), and for any other 
damages, whether or not repurchase is 
effected (see § 18-8.602-7). 

§ 18-8.602—3 Procedure for default. 

(a) The contracting officer shall con¬ 
sider the following factors in determin¬ 
ing whether to terminate a contract for 
default: 

(1) The provisions of the contract, 
and applicable laws and regulations; 

(2) The specific failure of the con¬ 
tractor and, unless time does not permit, 
the excuses, if any, or such failure; 

(3) The availability of the supplies or 
services from other sources; 

(4) The urgency of the need for the 
supplies or services and the period of 
time which would be required to obtain 
the supplies or services from other 
sources as compared with the time in 
which delivery could be obtained from 
the delinquent contractor; 

(5) The degree of essentiality of the 
contractor in the Government procure¬ 
ment program and the effect of a ter¬ 
mination for default upon the contrac¬ 
tor’s capability as a supplier under other 
contracts; 

(6) The effect of a termination for 
default on the ability of the contractor 
to liquidate guaranteed loans, progress 
payments, or advance payments: and 

(7) Any other pertinent facts and 
circumstances. 

(b) If the foregoing consideration in¬ 
dicates that termination for default is 
appropriate, the contracting officer 
should, if practicable, notify the con¬ 
tractor by letter of the possibility of such 
termination. This letter shall call the 
contractor’s attention to his contractual 
liabilities in the event the contract is 
terminated for default and request an 
explanation of the contractor’s failure 
to perform the contract. The letter 
may further state that failure of the 
contractor to present such explanation 
may be taken as an admission that no 
valid explanation exists. When appro¬ 


priate, the letter may invite the con¬ 
tractor to discuss the matter at a 
conference. 

(c) If, after compliance with the fore¬ 
going procedures, the contracting officer 
determines that termination for default 
is proper, he shall, where the termina¬ 
tion is predicated upon the contractor’s 
failure to make timely deliveries, issue a 
notice of termination at once. If the 
termination is predicated upon any other 
failure of the contractor, the contractor 
shall be given written notice specifying 
such failure and providing a period of 10 
days (or such longer period as the con¬ 
tracting officer may authorize) in which 
to cure such failure. Where appropri¬ 
ate, this notice may be made a part of 
the letter described in paragraph (b) of 
this section. Upon expiration of the 10 
days (or longer period), the contracting 
officer may issue a notice of termination 
for default unless he determines that 
the failure to perform has been cured. 

(d) The notice of termination for de¬ 
fault shall: 

(1) Set forth the contract number 
and date; 

(2) Describe the acts or omissions 
constituting the default; 

(3) State that the contractor’s right 
to proceed further with performance of 
the contract (or a specified portion of 
the contract) is terminated; 

(4) State that the supplies or services 
terminated may be procured against the 
contractor’s account, and that the con¬ 
tractor will be held liable for any excess 
costs; 

(5) State that the Government re¬ 
serves all rights and remedies provided 
by law or under the contract, in addition 
to charging excess costs; and 

(6) State that the notice constitutes 
a decision that the contractor is in de¬ 
fault as specified, and that the contrac¬ 
tor has the right to appeal as specified in 
the Disputes clause. 

If the contracting officer has investigated 
the contractor’s excuses for the failure 
to perform, the notice of termination 
shall also state that it constitutes a deci¬ 
sion that the failure to perform was not 
due to causes beyond the control and 
without the fault or negligence of the 
contractor, and that the contractor has 
the right to appeal as specified in the 
Disputes clause. 

(e) The same distribution shall be 
made of the termination notice as was 
made of the contract. In addition, a 
copy shall be furnished to the disbursing 
officer who shall be advised to withhold 
further payments under the terminated 
contract pending additional instructions, 
which shall be given when sufficient in¬ 
formation is available. 

(f) If the contracting officer deter¬ 
mines that the contractor’s failure to 
perform arose from causes beyond his 
control and without his fault or negli¬ 
gence. the contracting officer shall not 
terminate the contract for default. Un¬ 
der such circumstances, if it is in the 
best interest of the Government to do 
so. the contracting officer may terminate 
the contract for the convenience of the 
Government 
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(g) If the contracting officer has not 
been able to determine, prior to issuance 
of the notice of termination, whether the 
contractor’s failure to perform arose 
from causes beyond his control and with¬ 
out his fault or negligence, he shall make 
a written decision on that point as soon 
as practicable after issuance of the no¬ 
tice of termination. Such decision shall 
be delivered promptly to the contractor 
with a notification that he has a right 
to appeal as specified in the Disputes 
clause. 

§ 18-8.602-4 Procedure in lieu of ter¬ 
mination for default. 

The following courses of action, among 
others, are available to the contracting 
officer in lieu of termination for default, 
when in the best interest of the Govern¬ 
ment: 

(a) Permit the contractor, his surety, 
or his guarantor, to continue perform¬ 
ance of the contract under a revised 
delivery schedule; 

(b) Permit the contractor to continue 
performance of the contract by means of 
a subcontract, or other business arrange¬ 
ment with an acceptable third party; 
provided, the rights of the Government 
are adequately preserved: or 

(c) If the requirement for the sup¬ 
plies and services specified in the con¬ 
tract no longer exists, and the contractor 
is not liable to the Government for dam¬ 
ages as provided in § 18-8.602-7. exe¬ 
cute a no-cost termination settlement 
agreement utilizing the form set forth in 
§§ 18-8.806-6 and 18-8.806-7 as a guide. 
8.806-7 as a guide. 

§ 18-8.602—5 Memorandum by the con¬ 
tracting officer. 

In all cases where a contract is termi¬ 
nated for default or where a procedure 
authorized by § 18-8.602-4 is followed, 
the contracting officer shall prepare a 
memorandum for the contract file ex¬ 
plaining fully the reasons for the action 
taken. 

§ 18—8.602—6 Repurchase against con¬ 
tractor’s account. 

(a) Where the supplies or services are 
still required after termination, repur¬ 
chase of supplies or services which are 
the same as or similar to those called for 
in the contract, shall be made against 
the contractor’s account as soon as prac¬ 
ticable after termination. Such repur¬ 
chase shall be at as reasonable a price 
as practicable considering the quality re¬ 
quired by the Government and the time 
within which the supplies or services are 
required. The contract of repurchase 
may be made for a quantity in excess of 
the undelivered quantity terminated for 
default, when such excess quantity is 
needed, but excess cost may be charged 
against the defaulting contractor for no 
more than the undelivered quantity 
terminated for default (including varia¬ 
tions in quantity permitted by the termi¬ 
nated contract). 

(b) If the repurchase is for a quantity 
not in excess of the undelivered quantity 
terminated for default, the requirements 
of 10 U.S.C. 2304(a), with respect to 
formal advertising, are inapplicable. 
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However, the contracting officer may use 
formal advertising procedures. If the 
contracting officer decides to negotiate 
the repurchase contract, he may either 

(i) use any authority listed in 3.201 
through 3.217 (10 U.S.C. 2304(a) (D- 
(17)), as appropriate, or (ii) if none of 
those authorities to negotiate are used, 
the contract shall identify the procure¬ 
ment as a repurchase in accordance with 
the provisions of the Default clause in 
the defaulted contract. If the repur¬ 
chase is for a quantity in excess of the 
undelivered quantity terminated for de¬ 
fault, the entire quantity shall be treated 
as new procurement. 

(c) If repurchase is effected at a price 
in excess of the price of the supplies 
terminated, the contracting officer shall 
make a written demand on the contrac¬ 
tor for the total amount of such excess 
giving due consideration to any increases 
or decreases in other ascertainable costs 
such as transportation, discounts, etc., 
and shall take such other action as is 
required for collecting claims in favor of 
the Government. 

§ 18-8.602—7 Other damages. 

(a) If a contract is terminated for de¬ 
fault or if a course of action in lieu of 
termination for default is followed (see 
§ 18-8.602-4), the contracting officer 
shall take appropriate action for ascer¬ 
tainment and collection of any liquidated 
damages to which the Government may 
be entitled under the contract. Pursuant 
to the contract provisions for liquidated 
damages in § 18-7.105-5, such damages 
are in addition to any excess cost of 
reprocurement. 

(b) If the Government has suffered 
any other ascertainable damages as a 
result of the contractor’s default, the 
contracting officer, on the basis of legal 
advice, shall take appropriate action to 
assert the Government’s claim for such 
damages. 

§ 18-8.603 Termination of fixed-price 
construction contracts for default. 

§ 18—8.603—1 Termination of the con¬ 
tractor’s right to proceed. 

Under contracts containing the Termi¬ 
nation for Default—Damages for De¬ 
lay—Time Extensions clause set forth in 
§ 18-8.709. the Government has the right 
to terminate the contractor’s right to 
proceed with the work if the contractor 

(1) fails to prosecute the work required 
by the contract, or any separable part 
thereof, with such diligence as will in¬ 
sure its completion within the time speci¬ 
fied in the contract or any extension 
thereof, or (2) fails to complete the work 
required under the contract within such 
time. 

§ 18-8.603-2 Effect of termination for 
default. 

If a contractor’s right to proceed is 
terminated for default, the Government 
may take over and complete or cause to 
be completed the work, taking possession 
of and utilizing such materials, appli¬ 
ances and plant as may be on the site 
and necessary therefor, and the con¬ 
tractor and his sureties shall be liable to 
the Government for any excess costs 
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caused thereby. If after taking over the 
work the Government is not reasonably 
able to complete it, or have it completed 
within the time specified for completion 
in the defaulted contract, the contractor 
shall, in addition to any excess costs, be 
liable for liquidated damages for the de¬ 
lay as specified in the contract, or for 
actual damages caused by the delay if 
liquidated damages are not so specified. 

§ 18-8.603-3 Procedure for default. 

(a) The contracting officer shall con¬ 
sider the following factors in determin¬ 
ing whether to terminate a contract for 
default: 

(1) The provisions of the contract, and 
applicable laws and regulations; 

(2) The specific failure of the con¬ 
tractor and excuses, if any, for such fail¬ 
ure; 

(3) The period of time which would be 
required for the Government or another 
contractor to complete the work as com¬ 
pared to the time required for comple¬ 
tion by the delinquent contractor; 

(4) The effect of a termination for de¬ 
fault on the ability of the contractor to 
liquidate guaranteed loans, progress 
payments, or advance payments; and 

(5) Any other pertinent facts and cir¬ 
cumstances. 

(b) If the contracting officer deter¬ 
mines that the contractor’s failure to 
perform arises from causes beyond his 
control and without his fault or negli¬ 
gence, the contracting officer shall not 
terminate the contractor's right to pro¬ 
ceed, nor shall the contractor be charged 
with liquidated or actual damages be¬ 
cause of any delays occasioned by such 
causes. 

(c) If the contracting officer deter¬ 
mines that it is in the best interest of 
the Government to terminate for default 
the contractor’s right to proceed, the con¬ 
tracting officer shall promptly send a 
written notice to the contractor termi¬ 
nating his right to proceed. The notice 
shall: 

(1) Set forth the contract number and 
date; 

(2) Describe the act or omissions, 
and the extent of the resultant delay, con¬ 
stituting the default; 

(3) State that the contractor’s right to 
proceed further with performance of 
the contract (or of a specified portion of 
the contract is terminated); 

(4) State that the Government may 
cause the contract to be completed and 
that the contractor will be held liable for 
any excess costs; 

(5) State that the Government re¬ 
serves all rights and remedies provided 
by law or under the contract, in addition 
to charging excess costs; 

(6) State that the notice constitutes a 
decision, pursuant to the Disputes clause, 
that the contractor is in default as speci¬ 
fied and that the delay is not excusable; 
and 

(7) State that the contractor has the 
right to appeal as specified in the Dis¬ 
putes clause. 

(d) The same distribution shall be 
made of the termination notice as was 
made of the contract, including a copy 
to the surety. In addition, a copy shall 
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be furnished to the disbursing officer who 
shall be advised to withhold further pay¬ 
ments under the terminated contract 
pending additional instructions which 
shall be given when sufficient informa¬ 
tion is available. 

(e) Promptly after issuance of the 
termination notice, the contracting of¬ 
ficer shall determine the manner in 
which the work is to be completed and 
whether the materials, appliances, and 
plant which are on the site will be needed. 

§ 18-8.603-4 Procedure in lieu of ter¬ 
mination for default. 

If, after due consideration, the con¬ 
tracting officer determines that termina¬ 
tion is not in the best interest of the 
Government although the contractor is 
in default, he may permit the contractor 
to continue the work, and the contractor 
and his sureties shall be liable to the 
Government for liquidated damages, as 
specified in the contract, or if liquidated 
damages are not so specified, to any 
actual damages occasioned by the failure 
of the contractor to complete the work 
in accordance with the terms of the 
contract. 

§ 18-8.603-5 Memorandum by the con¬ 
tracting officer. 

In all cases where a contractor’s right 
to proceed is terminated for default or 
where the procedure authorized by 8 18- 
8.603-4 is followed, the contracting of¬ 
ficer shall prepare a memorandum for 
the contract file explaining fully the 
reasons for the action taken. 

§ 18-8.603-6 Other damages. 

In addition to any excess costs occa¬ 
sioned the Government in connection 
with the completion of the work, the 
contractor and his surety are liable for 
liquidated damages if specified in the 
contract, or if liquidated damages are not 
specified, for any actual damages occa¬ 
sioned by such delay. All retained per¬ 
centages of progress payments previously 
made to the contractor and any progress 
payments due for work completed prior 
to the termination of the right to proceed 
shall be used for the purpose of liquidat¬ 
ing the liability of the contractor and 
his surety to the Government for such 
excess costs and liquidated or actual 
damages. 

Section 18-8.701 (b) revised. 

(b) Fixed-price type letter contracts. 
In accordance with the requirements of 
§ 18-16.859-3, the following clause shall 
be included in letter contracts which are 
expected to be converted to fixed-price 
type definitive contracts. 

Termination (January 1964) 

(a) In case a definitive contract la not ex¬ 
ecuted by the date specified in Article VI 
of the Schedule, because of the inability of 
the parties to agree upon a definitive con¬ 
tract. this Letter Contract may be terminated 
in its entirety by either party by delivering to 
the other party a notice in writing specifying 
the effective date of termination, which date 
shall not be earlier than thirty (30) days 
after receipt of such notice. 

(b) The performance of work under this 
Letter Contract also may be terminated by 
the Government in accordance with this 
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clatise in whole, or from time to time in part, 
whenever the Contracting Officer shall de¬ 
termine that such termination is in the best 
interest of the Government. Any such 
termination shall be affected by delivery to 
the Contractor of a Notice of Termination 
specifying the extent to which performance 
of work under this Letter Contract is termi¬ 
nated. and the date upon which such 
termination becomes effective. 

(c) After receipt of a Notice of Termina¬ 
tion, and except as otherwise directed by the 
Contracting Officer, the Contractor shall: 

(i) Stop work under this Letter Contract 
on the date and to the extent specified in 
the Notice of Termination; 

(U) Place no further orders or subcon¬ 
tracts for materials, services, or facilities, 
except as may be necessary for completion of 
such portion of the work under this Letter 
Contract as is not terminated: 

(ill) Terminate all orders and subcon¬ 
tracts to the extent that they relate to the 
performance of work terminated by the 
Notice of Termination; 

(iv) Assign to the Government, in the 
manner, at the times, and to the extent 
directed by the Contracting Officer, all of the 
right, title, and interest of the Contractor 
under the orders and subcontracts so termi¬ 
nated. in which case the Government shall 
have the right, in its discretion, to settle or 
pay any or all claims arising out of the 
termination of such orders and subcontracts; 

(v) With the approval or ratification of 
the Contracting Officer, to the extent he 
may require, which approval or ratification 
shall be final and conclusive for all purposes 
of this clause, settle all outstanding liabili¬ 
ties and all claims arising out of such termi¬ 
nation of orders and subcontracts; 

(vl) Transfer title and, in the manner, to 
the extent, and at the times directed by the 
Contracting Officer, deliver to the Govern¬ 
ment (A) the fabricated or unfabricated 
parts, work in process, completed work, sup¬ 
plies. and other material produced as a part 
of, or acquired in respect of the performance 
of the work terminated by the Notice of 
Termination, and (B) the completed or 
partially completed plans, drawings, informa¬ 
tion, and other property which, if this Letter 
Contract had been completed, would be re¬ 
quired to be furnished to the Government; 

(vii) Use his best efforts to sell, in the 
manner, at the times, to the extent, and at 
the price or prices directed or authorized 
by the Contracting Officer, any property of 
the types referred to in (vi) above: Provided , 
However, That the Contractor (A) shall not 
be required to extend credit to any purchaser, 
and (B) may acquire any such property 
under the conditions prescribed by and at a 
price or prices approved by the Contracting 
Officer: And Provided further. That the pro¬ 
ceeds of any such transfer or disposition 
shall be applied in reduction of any pay¬ 
ments to be made by the Government to 
the Contractor under this Letter Contract 
or shall otherwise be credited to the price or 
cost of the work covered by this Letter Con¬ 
tract or paid in such other manner as the 
Contracting Officer may direct; 

(viil) Complete performance of such part 
of the work as shall not have been terminated 
by the Notice of Termination; and 

(lx) Take such action as may be necessary, 
or as the Contracting Officer may direct, for 
the protection and preservation of the prop¬ 
erty related to this Letter Contract which 
is in the possession of the Contractor and In 
which the Government has or may acquire 
an interest. 

At any time after expiration of the plant 
clearance period, as defined in the NASA 
Procurement Regulation, Part 8, as it may 
be amended from time to time, the Con¬ 
tractor may submit to the Contracting Officer 
a list, certified as to quantity and quality, 


of any or all items of termination inventory 
not previously disposed of. exclusive of items 
the disposition of which has been directed 
or authorized by the Contracting Officer, and 
may request the Government to remove such 
items or enter into a storage agreement 
covering them. Not later than fifteen (15) 
days thereafter, the Government will accept 
title to such items and remove them or enter 
into a storage agreement covering the same: 
Provided, That the list submitted shall be 
subject to verification by the Contracting 
Officer upon removal of the items, or if the 
items are stored, within forty-five (45) days 
from the date of submission of the list, and 
any necessary adjustment to correct the list 
as submitted shall be made prior to final 
settlement. 

(d) After receipt of a Notice of Termina¬ 
tion, the Contractor shall submit to the 
Contracting Officer his termination claim in 
the form and with the certification pre¬ 
scribed by the Contracting Officer. Such 
claim shall be submitted promptly, but in 
no event later than one (1) year from the 
effective date of termination, unless one or 
more extensions in writing are granted by 
the Contracting Officer upon request of the 
Contractor made in writing within such one 
(1) year period or authorized extension 
thereof. However, if the Contracting Officer 
determines that the facts Justify such action, 
he may receive and act upon any such termi¬ 
nation claim at any time after such one (1) 
year period or any extension thereof. Upon 
failure of the Contractor to submit his termi¬ 
nation claim within the time allowed, the 
Contracting Officer may, subject to any Set¬ 
tlement Review Board approvals required by 
NASA Regulations in effect on the date of 
the execution of this Letter Contract, deter¬ 
mine, on the basis of information available 
to him, the amount, if any, due to the Con¬ 
tractor by reason of the termination, and 
shall thereupon pay to the Contractor the 
amount so determined. 

(e) Subject to the provisions of paragraph 

(d) hereof, and subject to any Settlement 
Review Board approvals required by NASA 
Regulations in effect as of the date of exe¬ 
cution of this Letter Contract, the Con¬ 
tractor and the Contracting Officer may agree 
upon the whole or any part of the amount 
or amounts to be paid to the Contractor by 
reason of the total or partial termination of 
work pursuant to this clause. In the event 
of any termination pursuant to paragraph 
(a) hereof, such amount or amounts shall 
not include any allowance for profit. In the 
event of any termination pursuant to para¬ 
graph (b) hereof, such amount or amounts 
may include a reasonable allowance for profit, 
but only on work actually done in connec¬ 
tion with the terminated portion of this 
Letter Contract. Any such amount shall not 
exceed the maximum amount specified in 
Article Hla of the Schedule. Any such agree¬ 
ment shall be embodied in an amendment 
to this Letter Contract, and the Contractor 
shall be paid the agreed amount. 

(f) In the event of the failure of the Con¬ 
tractor and the Contracting Officer to agree 
in whole or in part, as provided in paragraph 

(e) . as to the amount or amounts to be paid 
to the Contractor by reason of the termina¬ 
tion of work pursuant to this clause, the 
Contracting Officer shall, subject to any 
Settlement Review Board approvals required 
by NASA Regulations in effect as of the date 
of execution of this Letter Contract, deter¬ 
mine, on the basis of information available 
to him, and in accordance with the applicable 
cost principles of the NASA Procurement 
Regulation as in effect on the date of this 
Letter Contract, the amount, if any. due to 
the Contractor by reason of the termination 
and shall pay such amount to the Contrac¬ 
tor. In the event of the termination of this 
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Letter Contract pursuant to paragraph (a) 
hereof, no allowance for profit shall be in¬ 
cluded in the amount to be paid the 
Contractor. 

(g) The Contractor shall have the right 
of appeal, under the clause of this Letter 
Contract entitled “Disputes,” from any de¬ 
termination made by the Contracting Officer 
under paragraph (d) or (f) above (including 
any disputes as to whether termination has 
in fact taken place pursuant to paragraph 

(a) hereof), except that if the Contractor 
has failed to submit a claim within the time 
provided in paragraph (d) above and has 
failed to request extension of such time, he 
shall have no such right of appeal. In any 
case where the Contracting Officer has made 
a determination of the amount due under 
paragraph (d) or (f) above, the Govern¬ 
ment shall pay to the Contractor the 
following: 

(i) if there is no right or appeal hereunder 
or if no timely appeal has been taken, the 
amount so determined by the Contracting 
Officer; or 

(il) if an appeal has been taken, the 
amount finally determined on such appeal. 

(h) In arriving at the amount due the 
Contractor under this clause there shall be 
deducted: 

(i) all unliquidated advance or other pay¬ 
ments on account theretofore made to the 
Contractor, applicable to the terminated por¬ 
tion of this Letter Contract; 

(ii) any claim which the Government may 
have against the Contractor in connection 
with this Letter Contract; and 

(ill) the agreed price for, or the proceeds 
of sale of, any materials, supplies, or other 
things acquired by the Contractor or 6old 
pursuant to the provisions of this clause and 
not otherwise recovered by or credited to 
the Government. 

(i) The Government may from time to 
time, under such terms and conditions as it 
may prescribe, make partial payments and 
payments on account against costs incurred 
by the Contractor in connection with the 
terminated portion of this Letter Contract 
whenever in the opinion of the Contracting 
Officer the aggregate of such payments shall 
be within the amount to which the Con¬ 
tractor will be entitled hereunder. If the 
total of such payments is in excess of the 
amount finally agreed or determined to be 
due under this clause, such excess shall be 
payable by the Contractor to the Government 
upon demand together with interest com¬ 
puted at the rate of 6 percent per annum, 
for the period from the date such excess pay¬ 
ment is received by the Contractor to the 
date on which such excess is repaid to the 
Government: Provided, however. That no in¬ 
terest shall be charged with respect to any 
such excess payment attributable to a reduc¬ 
tion in the Contractor’s claim by reason of 
retention or other disposition of termination 
inventory until ten days after the date of 
such retention or disposition, or such later 
date as determined by the Contracting Officer 
by reason of the circumstances. 

(J) Unless otherwise provided in this Let¬ 
ter Contract, or by applicable statute, the 
Contractor, from the effective date of termi¬ 
nation and for a period of three (3) years 
after final settlement under this Letter Con¬ 
tract, shall preserve and make available to 
the Government at all reasonable times at 
the office of the Contractor, without direct 
charge to the Government, all his books, rec¬ 
ords. documents, and other evidence bearing 
on the cost and expenses of the Contractor 
under this Letter Contract and relating to 
the work terminated hereunder or, to the ex¬ 
tent approved by the Contracting Officer, 
photographs, microphotographs, or other 
authentic reproductions thereof. 
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Sections 18-8.702 (b) and 18-8.703 
revised. 

§ 18—8.702 Termination clause for cost- 
reimbursement type contracts. 

(b) Cost-reimbursement type letter 
contracts. In accordance with the re¬ 
quirements of § 18-16.859-2, the follow¬ 
ing clause shall be included in letter 
contracts which are expected to be con¬ 
verted to cost-reimbursement type defin¬ 
itive contracts: 

Termination (January 1964) 

(a) In case a definitive contract is not ex¬ 
ecuted by the date specified in Article VI of 
the Schedule, because of the inability of the 
parties to agree noon a definitive contract, 
this Letter Contract may be terminated in its 
entirety by either party by delivering to the 
other party a notice in writing specifying the 
effective date of termination, which date 
shall not be earlier than thirty (30) days 
after receipt of such notice. 

(b) The performance of work under this 
Letter Contract also may be terminated by 
the Government in accordance with this 
clause in whole, or from time to time in part: 

(1) whenever the Contractor shaU default 
in performance of this Letter Contract in 
accordance with its terms (including in the 
term “default” any such failure by the Con¬ 
tractor to make progress in the prosecution 
of the work hereunder as endangers such per¬ 
formance), and shall fail to cure such default 
within a period of 10 days (or such longer 
period as the Contracting Officer may allow) 
after receipt from the Contracting Officer of 
a notice specifying the default; or 

(ii) whenever for any reason the Contract¬ 
ing Officer shall determine that such termi¬ 
nation is in the best Interest of the 
Government. 

Any such termination shall be effected by 
delivery to the Contractor of a Notice of Ter¬ 
mination specifying whether termination is 
for the default of the Contractor or for the 
convenience of the Government, the extent 
to which performance of work under this 
Letter Contract is terminated, and the date 
upon which such termination becomes effec¬ 
tive. If, after notice of termination of this 
Letter Contract for default under (1) above, 
it is determined for any reason that the Con¬ 
tractor was not in default pursuant to (1) 
above, or that the Contractor’s failure to per¬ 
form or to make progress in performance is 
due to causes beyond the control and without 
the fault or negligence of the Contractor 
pursuant to the provisions of the clause of 
this Letter Contract relating to excusable 
delays, the Notice of Termination shall be 
considered to have been issued under (ii) 
above, and the rights and obligations of the 
parties hereto shall in such event be governed 
accordingly. 

(c) After receipt of a Notice of Termina¬ 
tion and except as otherwise directed by the 
Contracting Officer the Contractor shall: 

(i) stop work under this Letter Contract 
on the date and to the extent specified in the 
notice of termination; 

(il) place no further orders or subcon¬ 
tracts for materials, services, or facilities, ex¬ 
cept as may be necessary for completion of 
such portion of the work under this Letter 
Contract as is not terminated; 

(ill) terminate all orders and subcontracts 
to the extent that they relate to the per¬ 
formance of work terminated by the Notice 
of Termination; 

(iv) assign to the Government, in the 
manner, at the times, and to the extent 
directed by the Contracting Officer, all of the 
right, title, and interest of the Contractor 
under the orders and subcontracts so termi¬ 
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nated, in which case the Government shall 
have the right, In its discretion, to settle or 
pay any or all claims arising out of the termi¬ 
nation of such orders and subcontracts; 

(v) with the approval or ratification of the 
Contracting Officer, to the extent he may 
require, which approval or ratification shall 
be final and conclusive for all purposes of this 
clause, settle all outstanding liabilities and 
all claims arising out of such termination of 
orders and subcontracts, the cost of which 
would be reimbursable In whole or in part, 
in accordance with the provisions of this 
Letter Contract: 

(vi) transfer title (to the extent that title 
has not already been transferred) and, in the 
manner, to the extent, and at the times 
directed by the Contracting Officer, deliver 
to the Government: (A) The fabricated or 
unfabricated parts, work in process, com¬ 
pleted work, supplies, and other material pro¬ 
duced as a part of, or acquired In respect of 
the performance of, the work terminated by 
the Notice of Termination; (B) The com¬ 
pleted or partially completed plans, drawings, 
information, and other property which, if 
this Letter Contract had been completed, 
would be required to be furnished to the 
Government; and (C) The Jigs, dies, and fix¬ 
tures. and other special tools, and tooling 
acquired or manufactured for the perform¬ 
ance of this Letter Contract for the cost of 
which the Contractor has been or will be 
reimbursed under this Letter Contract; 

(vil) use his best efforts to sell in the 
manner, at the times, to the extent, and 
at the price or prices directed or authorized 
by the Contracting Officer, any property of 
the types referred to in (vi) above: Provided, 
however. That the Contractor (A) shall not 
be required to extend credit to any pur¬ 
chaser, and (B) may acquire any such prop¬ 
erty under the conditions prescribed by and 
at a price or prices approved by the Con¬ 
tracting Officer; and: Provided further, That 
the proceeds of any such transfer or disposi¬ 
tion shall be applied in reduction of any 
payments to be made by the Government 
to the Contractor under this Letter Con¬ 
tract or shall otherwise be credited to the 
price or cost of the work covered by this Let¬ 
ter Contract or paid in such other manner 
as the Contracting Officer may direct; 

(viii) complete performance of such part 
of the work as shall not have been termi¬ 
nated by the Notice of Termination; and 

(lx) take such action as may be necessary, 
or as the Contracting Officer may direct, for 
the protection and preservation of the prop¬ 
erty related to this Letter Contract which is 
in the possession of the Contractor and in 
which the Government has or may acquire 
an interest. 

The Contractor shall proceed Immediately 
with the performance of the above obliga¬ 
tions notwithstanding any delay in deter¬ 
mining the amount of any items of reim¬ 
bursable cost, under this clause. At any time 
after expiration of the plant clearance pe¬ 
riod, as defined in Part 8, NASA Procurement 
Regulation, as it may be amended from 
time to time, the Contractor may submit to 
the Contracting Officer a list, certified as 
to quantity and quality, of any or all items 
of termination inventory not previously dis¬ 
posed of, exclusive of items the disposition 
of which has been directed or authorized 
by the Contracting Officer, and may request 
the Government to remove such items or 
enter into a storage agreement covering 
them. Not later than fifteen (15) days 
thereafter, the Government will accept such 
items and remove them or enter into a stor¬ 
age agreement covering the same: Provided, 
That the list submitted shall be subject to 
verification by the Contracting Officer upon 
removal of the items, or if the items are 
stored, within forty-five (45) days from the 
date of submission of the list, and any neces- 
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sary adjustment to correct the list as sub¬ 
mitted shall be made prior to final settle¬ 
ment. 

(d) After receipt of a Notice of Termina¬ 
tion, the Contractor shall submit to the Con¬ 
tracting Officer his termination claim In the 
form and with the certification prescribed by 
the Contracting Officer. Such claim shall be 
submitted promptly, but in no event later 
than one (1) year from the effective date of 
termination, unless one or more extensions 
in writing are granted by the Contracting Of¬ 
ficer upon request of the Contractor made In 
writing within such one (1) year period or 
authorized extension thereof. However, if 
the Contracting Officer determines that the 
facts Justify such action, he may receive 
and act upon any such termination claim 
at any time after such one (1) year period 
or any extension thereof. Upon failure of 
the Contractor to submit his termination 
claim within the time allowed, the Contract¬ 
ing Officer may. subject to any Settlement 
Review Board approvals required by NASA 
Regulations in effect on the date of the ex¬ 
ecution of this contract, determine, on the 
basis of information available to him, the 
amount. If any, due to the Contractor by 
reason of the termination, and shall there¬ 
upon pay to the Contractor the amount so 
determined. 

(e) Subject to the provisions of paragraph 
(d) hereof, and subject to any Settlement 
Review Board approvals required by NASA 
Regulations in effect as of the date of execu¬ 
tion of this Letter Contract, the Contractor 
and the Contracting Officer may agree upon 
the whole or any part of the amount or 
amounts to be paid to the Contractor by rea¬ 
son of the total or partial termination of 
work pursuant to this clause. In the event 
of any termination pursuant to paragraph 
(a) or (b) (i) hereof, such amount or 
amounts shall not Include any allowance for 
fee. In the event of any termination pur¬ 
suant to paragraph (b)(ii) hereof, such 
amount or amounts may include a reason¬ 
able allowance for fee, but only on work 
actually done in connection with the ter¬ 
minated portion of this Letter Contract. 
Any such amount shall not exceed the maxi¬ 
mum amount specified in Article Ilia of the 
Schedule. Any such agreement shall be em¬ 
bodied in an amendment to this Letter Con¬ 
tract and the Contractor shall be paid the 
agreed amount. 

(f) In the event of the failure of the 
Contractor and the Contracting Officer to 
agree in whole or in part, as provided in 
paragraph (c) above, as to the amount or 
amounts to be paid to the Contractor in 
connection with the termination of work 
pursuant to this clause, the Contracting 
Officer shall, subject to any Settlement Re¬ 
view Board approvals required by NASA 
Regulations in effect as of the date of execu¬ 
tion of this Letter Contract, determine, on 
the basis of Information available to him. 
and in accordance with the applicable cost 
principles of the NASA Procurement Regu¬ 
lation as in effect on the date of this Letter 
Contract, the amount, If any, due to the 
Contractor by reason of the termination and 
shall pay such amount to the Contractor. In 
the event of the termination of this Letter 
Contract pursuant to paragraph (a) or (b) 
(1) hereof, no allowance for fee shall be in¬ 
cluded in the amount to be paid the Con¬ 
tractor. 

(g) The Contractor shall have the right of 
appeal, under the clause of this Letter Con¬ 
tract entitled “Disputes,” from any deter¬ 
mination made by the Contracting Officer 
under paragraph (d) or (f) above (including 
any disputes as to whether termination has 
in fact taken place pursuant to paragraph 
(a) or (b)(i) hereof), except that if the 
Contractor has failed to submit a claim with¬ 
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in the time provided in paragraph (d) above 
and has failed to request extension of such 
time, he shall have no such right of appeal. 
In any case where the Contracting Officer has 
made a determination of the amount due 
under paragraph (d) or (f) above, the Gov¬ 
ernment shall pay to the Contractor the 
following : 

(i) If there is no right of appeal hereunder 
or if no timely appeal has been taken, the 
amount so determined by the Contracting 
Officer; or 

(Li) If an appeal has been taken, the 
amount finally determined on such appeal. 

(h) In arriving at the amount due the 
Contractor under this clause, there shall be 
deducted: 

(i) All unliquidated advance or other pay¬ 
ments theretofore made to the Contractor, 
applicable to the terminated portion of this 
Letter Contract; 

(ii) Any claim which the Government 
may have against the Contractor in connec¬ 
tion with this Letter Contract; and 

(ill) The agreed price for, or the proceeds 
of sale of, any materials, supplies, or other 
things acquired by the Contractor or sold 
pursuant to the provisions of this clause 
and not otherwise recovered by or credited 
to the Government. 

(I) The Government may from time to 
time, under such terms and conditions as 
it may prescribe, make partial payments and 
payments on account against costs Incurred 
by the Contractor in connection with the 
terminated portion of this Letter Contract 
whenever In the opinion of the Contracting 
Officer the aggregate of such payments shall 
be within the amount to which the Contrac¬ 
tor will be entitled hereunder. If the total 
of such payments is in excess of the amount 
finally agreed or determined to be due under 
this clause, such excess shall be payable by 
the Contractor to the Government upon 
demand, together with Interest computed at 
the rate of 6 percent per annum, for the 
period from the date such excess payment is 
received by the Contractor to the date on 
which such excess is repaid to the Govern¬ 
ment: Provided, However, that no Interest 
shall be charged with respect to any such 
excess payment attributable to a reduction 
in the Contractor's claim by reason of re¬ 
tention or other disposition of termination 
inventory until ten days after the date of 
such retention or disposition, or such later 
date as determined by the Contracting Officer 
by reason of the circumstances. 

§ 18—8.703 Termination clause for fixed- 
price construction contracts. 

The following clause shall be used in 
any fixed-price type construction con¬ 
tract in excess of $10,000. 

Termination for Convenience of the 
Government (November 1964) 

(a) The performance of work under this 
contract may be terminated by the Govern¬ 
ment in accordance with this clause in whole, 
or from time to time in part, whenever the 
Contracting Officer shall determine that such 
termination is in the best Interest of the 
Government. Any such termination shall be 
effected by delivery to the Contractor of a 
Notice of Termination specifying the extent 
to which performance of work under the 
contract is terminated, and the date upon 
which such termination becomes effective. 

(b) After receipt of a Notice of Termina¬ 
tion, and except as otherwise directed by the 
Contracting Officer, the Contractor shall: 

(i) Stop work under the contract on the 
date and to the extent specified in the Notice 
of Termination. 

(II) Place no further orders or subcon¬ 
tracts for materials, services, or facilities 
except as may be necessary for completion 


of such portion of the work under the con¬ 
tract as is not terminated; 

(1U) Terminate all orders and subcontracts 
to the extent that they relate to the per¬ 
formance of work terminated by the Notice 
of Termination; 

(lv) Assign to the Government, in the 
manner, a. the times, and to the extent 
directed by the Contracting Officer, aU of the 
right, title, and interest of the Contractor 
under the orders and subcontracts so termi¬ 
nated, in which case the Government shall 
1 ave the right, in Its discretion, to settle or 
pay any or aU claims arising out of the 
termination oi such orders and subcontracts; 

(v) Settle all outstanding liabilities and 
all claims arising out of such termination of 
orders and subcontracts, with the approval 
o r ratification of the Contracting Officer, to 
the extent he may require, which approval or 
ratification shall be final for all the purposes 
of this clause; 

(vi) Transfer title to the Government and 
deliver in the manner, at the times, and to 
the extent. If any, directed by the Contract¬ 
ing Officer— 

(A) The fabricated or unfabricated parts, 
work *n process, completed work, supplies, 
and other material produced as a part of. or 
acquired h. connection with the performance 
of, the work terminated by the Notice of 
Termination; and 

(B) The completed or partially completed 
plans, drawings, information, and other 
proper*- which, if the contract had been 
completed, would have been required to be 
furnished to the Government; 

(vii) Use his best efforts to sell, in the 
manner, at the times, to the extent, and at 
the price or prices directed or authorized by 
the Contracting Officer, any property of the 
types refeiTed to In (vi) above; provided, 
however, that the Contractor— 

(A) Shall not be required to extend credit 
to any purchaser, and 

(B) May acquire any such property under 
the conditions prescribed and at a price or 
prices approved by the Contracting Officer: 
And provided further. That the proceeds of 
any such transfer or disposition shall be 
applied in reduction of any payments to be 
made by the Government to the Contractor 
under this contract or shall otherwise be 
credited to the price or cost of the work 
covered by this contract or paid In such 
other manner as the Contracting Officer may 
direct; 

(vlli) Complete performance of such part 
o: the work as shall not have been termi¬ 
nated by the Notic of Termination; and 

(ix) Take such action as may be necessary, 
or as the Contracting Officer may direct, for 
the protection and preservation of the prop¬ 
erty related to this contract which Is in the 
possession of the Contractor and In which 
the Government has or may acquire an 
Interest. 

At any time after expiration of the plant 
clearance period as defined In Part 8, NASA 
Procurement Regulation, as It may be 
amended from time to time, the Contractor 
may submit to the Contracting Officer a list, 
certified as to quantity and quality, of any 
or all Items of termination inventory not 
previously disposed of, exclusive of items the 
disposition of which has been directed or 
authorized by the Contracting Officer, and 
may request the Government to remove such 
Items or enter Into a storage agreement 
covering them. Not later than fifteen (15) 
days thereafter, the Government will accept 
title to such items and remove them or enter 
Into a storage agreement covering the same; 
provided, that the list submitted shall be 
subject to verification by the Contracting 
Officer upon removal of the items, or If the 
Items are stored, within forty-five (45) days 
from the date of submission of the list, and 
any necessary adjustment to correct the list 
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as submitted shall be made prior to final 
settlement. 

(c) After receipt of a Notice of Termina¬ 
tion, the Contractor shall submit to the Con¬ 
tracting Officer his termination claim, in the 
form and with the certification prescribed 
by the Contracting Officer. Such claim shall 
bj submitted promptly but in no event later 
than one (1) year from the effective date of 
termination, unless one or more extensions 
in writing ara granted by the Contracting 
Officer, upon request of the Contractor made 
in writing within such one (1) year period 
or authorize*. extension thereof. However, 
if the Contracting Officer determines that the 
facts JustlTp sucl. action, he may receive and 
act upon any such termination claim at any 
time after suci. one (1) year period or ex¬ 
tension thereof. Upon failure of the Con¬ 
tractor to submit his termination claim 
within the time allowed, the Contracting 
Officer may. subject to any Settlement Re¬ 
view Board approvals required by NASA 
Regulations i.. effect as of the date of execu¬ 
tion of this contract, determine, on the basis 
o. information available to him, the amount, 
if any, dm to the Contractor by reason of 
the termination and shall thereupon pay to 
the Contractor the amount so determined. 

(d) Subject to the provisions of paragraph 
(c), and subject to any Settlement Review 
Board approvals required by NASA Regula¬ 
tions in effect as of the date of execution of 
this contract, the Contractor and the Con¬ 
tracting Officer may agree upon the whole or 
any part of the amount or amounts to be 
paid to the Contractor by reason of the total 
or partial termination of work pursuant to 
this clause, which amount or amounts may 
Include a reasonable allowance for profit on 
work done: Provided, That such agreed 
amount or amounts, exclusive of settlement 
costs, shall not exceed the total contract 
price as reduced by the amount of payments 
otherwise made and as further reduced by 
the contract price of work not terminated. 
The contract shall be amended accordingly, 
and the Contractor shall be paid the agreed 
amount. Nothing in paragraph (e) of this 
clause, prescribing the amount to be paid to 
the Contractor in the event of failure of the 
Contractor and the Contracting Officer to 
agree upon the whole amount to be paid to 
the Contractor by reason of the termination 
of work pursuant to this clause, shall be 
deemed to limit, restrict, or otherwise deter¬ 
mine or affect the amount or amounts which 
may be agreed upon to be paid to the Con¬ 
tractor pursuant to this paragraph (d). 

(e) In the event of the failure of the Con¬ 
tractor and the Contracting Officer to agree 
ns provided in paragraph (d) upon the whole 
amount to be paid to the Contractor by rea¬ 
son of the termination of work pursuant to 
tills clause, the Contracting Officer shall, 
subject to any Settlement Review Board ap¬ 
provals required by NASA Regulations in 
effect as of the date of execution of this con¬ 
tract. determine, on the basis of information 
available to him, the amount, If any. due to 
the Contractor by reason of the termination 
and shall pay to the Contractor the amounts 
determined as follows: 

(i) With respect to all contract work per¬ 
formed prior to the effective date of the 
Notice of Termination, the total (without 
duplication of any items) of— 

1 A) The cost of such work; 

(B) The cost of settling and paying claims 
arising out of the termination of work under 
subcontracts or orders as provided in para¬ 
graph (b) (v) above, exclusive of the amounts 
paid or payable on account of supplies or 
materials delivered or services furnished by 
the subcontractor prior to the effective date 
of the Notice of Termination of work under 
this contract, which amounts shall be in¬ 
cluded in the cost on account of which pay¬ 
ment Is made under (A) above, and 
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(C) A sum, as a profit, equal to 2 percent 
of the part of the amount determined under 
(A) above which represents the cost of arti¬ 
cles or materials delivered to the site but not 
incorporated in the work In place on the 
effective date of the Notice of Termination, 
plus a sum equal to 8 percent of the re¬ 
mainder of such amount, but the aggregate 
of such sums shall not exceed 6 percent of 
the whole of the amount determined under 
(A) above: Provided, however. That if it ap¬ 
pears that the Contractor would have sus¬ 
tained a loss on the entire contract had it 
been completed, no profit shall be Included 
or allowed under this subdivision (C) and an 
appropriate adjustment shall be made reduc¬ 
ing the amount of the settlement to reflect 
the indicated rate of loss: and 

(U) The reasonable cost of the preserva¬ 
tion and protection of property incurred pur¬ 
suant to paragraph (b)(ix); and any other 
reasonable cost Incidental to termination of 
work under this contract. Including expense 
incidental to the determination of the 
amount due to the Contractor as the result 
of the termination of work under this 
contract. 

The total sum to be paid to the Contractor 
under (1) above shall not exceed the total 
contract price as reduced by the amount of 
payments otherwise made and as further re¬ 
duced by the contract price of work not ter¬ 
minated. Except for normal spoilage, and 
except to the extent that the Government 
shall have otherwise expressly assumed the 
risk of loss, there shall be excluded from the 
amounts payable to the Contractor under 
(1) above, the fair value, as determined by 
the Contracting Officer, of property which 
is destroyed, lost, stolen, or damaged so as 
to become undeliverable to the Government, 
or to a buyer pursuant to paragraph (b) (vli). 

(f) Any determination of costs under par¬ 
agraph (c) or (e) hereof shall be governed 
by the principles for consideration of costs 
set forth in Part 15. Subpart 4 of the NASA 
Procurement Regulation as in effect on the 
date of this contract. 

(g) The Contractor shall have the right of 
appeal, under the clause of this contract en¬ 
titled “Disputes," from any determination 
made by the Contracting Officer under para¬ 
graph (c) or (e) above, except that if the 
Contractor has failed to submit his claim 
within the time provided In paragraph (c) 
above and has failed to request extension of 
such time, he shall have no such right of 
appeal. In any case where the Contracting 
Officer has made a determination of the 
amount duo under paragraph (c) or (e) 
above, the Government shall pay to the 
Contractor the following: 

(I) If there is no right of appeal here¬ 
under or if no timely appeal has been taken 
the amount so determined by the Contract¬ 
ing Officer; or 

(II) If an appeal has been taken, the 
amount finally determined on such appeal. 

(h) In arriving at the amount due the 
Contractor under this clause there shall be 
deducted: 

(i) All unliquidated advance or other pay¬ 
ments on account theretofore made to the 
Contractor, applicable to the terminated 
portion of this contract; 

(ii) Any claim which the Government may 
have against the Contractor in connection 
with this contract; and 

(lii) The agreed price for, or the proceeds 
of sale of, any materials, supplies, or other 
things kept by the Contractor or sold, pur¬ 
suant to the provision of this clause, and not 
otherwise recovered by or credited to the 
Government. 

(1) If the termination hereunder be par¬ 
tial, prior to the settlement of the termi¬ 
nated portion of this contract, the Contrac¬ 
tor may file with the Contracting Officer a re¬ 
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quest in writing for an equitable adjustment 
of the price or prices specified in the contract 
relating to the continued portion of the 
contract (the portion not terminated by the 
Notice of Termination), and such equitable 
adjustment as may be agreed upon shall be 
made in such price or prices; however, noth¬ 
ing contained herein shall limit the right of 
the Government and the Contractor to agree 
upon the amount or amounts to be paid to 
the Contractor for the completion of the 
continued portion of the contract when said 
contract does not contain an established 
contract price for such continued portion. 

(J) The Government may from time to 
time, under such terms and conditions as it 
may prescribe, make partial payments and 
payments on account against costs incurred 
by the Contractor in connection with the ter¬ 
minated portion of this contract whenever 
in the opinion of the Contracting Officer the 
aggregate of such payments shall be within 
the amount to which the Contractor will be 
entitled hereunder. If the total of such 
payments Is In excess of the amount finally 
agreed or determined to be due under this 
clause, such excess shall be payable by the 
Contractor to the Government upon demand, 
together with interest computed at the rate 
of 8 percent per annum, for the period from 
the date when such excess payment is re¬ 
ceived by the Contractor to the date on 
which such excess is repaid to the Govern¬ 
ment: Provided, however. That no interest 
shall be charged with respect to any such 
excess payment attributable to a reduction in 
the Contractor’s claim by reason of retention 
or other disposition of termination inventory 
until ten days after the date of such reten¬ 
tion or disposition, or such later date as de¬ 
termined by the Contracting Officer by rea¬ 
son of the circumstances. 

(k) Unless otherwise provided for in this 
contract, or by applicable statute, the Con¬ 
tractor, from the effective date of termina¬ 
tion and for a period of three years after final 
settlement under this contract, shall pre¬ 
serve and make available to the Government 
at all reasonable times at the office of the 
Contractor, but without direct charge to the 
Government, all his books, records, docu¬ 
ments, and other evidence bearing on the 
costs and expenses of the Contractor under 
this contract and relating to the work ter¬ 
minated hereunder or, to the extent approved 
by the Contracting Officer, photographs, 
microphotographs, or other authentic re¬ 
productions thereof. 

Section 18-8.705 revised in its entirety. 

§ 18-8.705 Short form termination 
clauses. 

§ 18—8.705—1 Supply and service con¬ 
tracts. 

The following clause is authorized for 
use in any fixed-price type supply con¬ 
tract not in excess of $10,000 and in any 
fixed-price contract for services (other 
than experimental, developmental, or 
research work) where it is intended that 
a termination claim will not be made in 
the event of termination for the con¬ 
venience of the Government; provided , 
That such contract obligates the Govern¬ 
ment to order or otherwise be liable for 
a minimum quantity. 

Termination for Convenience op the 
Government (November 1964) 

The Contracting Officer, by written notice, 
may terminate this contract, in whole or in 
part, when It is in the best Interest of the 
Government. If this contract is for supplies 
and is so terminated, the Contractor shall be 
compensated In accordance with Part 8 of 
the NASA Procurement Regulation In effect 
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on the date of this contract. To the extent 
that this contract is for services and is termi¬ 
nated. the Government shall be liable only 
for payment in accordance with the payment 
provisions of this contract for services ren¬ 
dered prior to the effective date of termina¬ 
tion. 

§ 18-8.705—2 Construction contracts. 

Generally, there is no need for a ter¬ 
mination clause in construction contracts 
not in excess of $10,000. However, where 
the contracting officer determines that a 
termination clause should be included in 
such a contract, the following clause 
shall be used. 

Teh mi nation for Convenience of the 
Government (November 1964) 

The Contracting Officer, by written notice, 
may terminate this contract, in whole or in 
part, when It Is in the Interest of the Gov¬ 
ernment. If this contract is terminated, the 
Contractor shall be compensated in accord¬ 
ance with Part 8 of the NASA Procurement 
Regulation in effect on the date of this 
contract. 

Sections 18-8.706 and 18-8.707 revised. 

§ 18-8.706 Subcontract termination 
clause. 

The following termination clause is 
suggested for use in fixed-price sub¬ 
contracts. 

Termination (November 1964) 

(a) The performance of work under this 
contract may be terminated. In whole or 
from time to time in part, by the buyer in 
accordance with this clause. Termination 
of work hereunder shall be effected by de¬ 
livery to the seller of a Notice of Termination 
specifying the extent to which performance 
of work under the contract is terminated, 
and the date upon which such termination 
becomes effective. 

(b) After receipt of a Notice of Termi¬ 
nation and except as otherwise directed by 
the buyer, the seller shall: 

(i) Stop work under the contract on the 
date and to the extent specified In the Notice 
of Termination; 

(ii) Place no further orders or subcon¬ 
tracts^^ materials, services, or facilities ex¬ 
cept as may be necessary for completion of 
such portions of the work under the contract 
as may not be terminated; 

(iii) Terminate all orders and subcon¬ 
tracts to the extent that they relate to the 
performance of any work terminated by the 
Notice of Termination: 

(iv) Assign to the buyer, in the manner, 
and to the extent directed by the buyer, aU 
of the right, title, and Interest of his seller 
under the orders of subcontracts so termi¬ 
nated; 

(v) Settle all outstanding liabilities and 
all claims arising out of such termination of 
orders and subcontracts subject to the 
approval or ratification of the buyer to the 
extent he may require, which approval or 
ratification shall be final for all the purposes 
of this clause; 

(vi) Transfer title and deliver to the buyer 
In the manner, to the extent, and at the 
times directed by the buyer (A) the fabri¬ 
cated or unfabricated parts, work in process, 
completed work, supplies, and other material 
produced as a part of, or acquired in con¬ 
nection with the performance of, the work 
terminated by the Notice of Termination, 
and (B) the completed or partially com¬ 
pleted plans, drawings, Information, and 
other property which, if the contract had 
been completed, would be required to be 
furnished to the buyer; 
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(vli) Use his best efforts to sell in the 
manner, to the extent, at the time, and at 
the price or prices directed or authorized by 
the buyer, any property of the types referred 
to in (vi) above: Provided, however. That 
the seller (A) shall not be required to ex¬ 
tend credit to any purchaser and (B) may 
acquire any such property under the con¬ 
ditions prescribed by and at a price or prices 
approved by the buyer: And provided 
further. That the proceeds of any such 
transfer or disposition shall be applied in 
reduction of any payments to be made by 
the buyer to the seller under this contract 
or shall otherwise be credited to the price 
or cost of the work covered by this contract 
or paid in such other manner as the buyer 
may direct; 

(vlil) Complete performance of such part 
of the work as shall not have been termi¬ 
nated by the Notice of Termination; and 

(ix) Take such action as may be necessary 
or as the buyer may direct for protection 
and preservation of the property related to 
this contract which is in the possession of 
the seller and in which the buyer or the 
Government has or may acquire an interest. 

(c) After receipt of a Notice of Termi¬ 
nation, the seller shall submit to the buyer 
his termination claim, in the form and with 
the certification prescribed by the buyer. 
Such claim shall be submitted promptly, but 
not later than six (6) months from the 
effective date of termination. Upon failure 
of the seller to submit his termination claim 
within the time allowed, the buyer may de¬ 
termine, on the basis of Information avail¬ 
able to him, the amount, if any, due to the 
seller in respect to the termination and such 
determination shall be final. After the 
buyer has made a determination under this 
paragraph, he shall pay the seller the amount 
so determined. 

(d) Subject to the provisions of para¬ 
graph (c) the seller and the buyer may agree 
upon the whole or any part of the amount 
or amounts to be paid to the seller by reason 
of the total or partial termination of work 
pursuant to this clause, which amount or 
amounts may include a reasonable allow¬ 
ance for profit on work done and the buyer 
shall pay the agreed amount or amounts; 
Provided, That such agreed amount or 
amounts, exclusive of settlement costs, shall 
not exceed the total contract price as re¬ 
duced by the amount of payments otherwise 
made and as further reduced by the contract 
price of work not terminated. Nothing in 
paragraph (c) below prescribing the amount 
to be paid to the seller in the event of the 
failure of the seller and the buyer to agree 
upon the whole amount to be paid to the 
seller by reason of the termination of work 
pursuant to this clause, shall be deemed to 
limit, restrict, or otherwise determine or 
affect the amount or amounts which may 
be agreed upon to be paid to the seller pur¬ 
suant to this paragraph (d) 

(e) In the event of the failure of the seller 
and the buyer to agree as provided in para¬ 
graph (d) upon the whole amount to be 
paid to the seller by reason of the termina¬ 
tion of work pursuant to this clause, the 
buyer, but without duplication of any 
amounts agreed upon in accordance with 
paragraph (d), shall pay to the seller the fol¬ 
lowing amounts: 

(1) For completed supplies accepted by the 
buyer (or sold or acquired as provided in 
paragraph (b) (vli) above) and not thereto¬ 
fore paid for, forthwith a sum equivalent to 
the aggregate price for such supplies com¬ 
puted in accordance with the price or prices 
specified in the contract, appropriately ad¬ 
justed for any saving of freight or other 
charges; 

(ii) In respect of the work terminated as 
permitted by this clause, the total (without 
duplication of any item) of— 


(A) The cost of such work, Including ini¬ 
tial costs and preparatory expenses allocable 
thereto, exclusive of any costs attributable 
to supplies paid to or to be paid for under (1) 
above* and 

(B) ’ The cost of settling and paying claims 
arising out of the termination work under 
subcontracts or orders as provided in para¬ 
graph (b) (v) above, exclusive of the amounts 
paid or payable on account of supplies or 
materials delivered or services furnished by 
the subcontractor prior to the effective date 
of the Notice of Termination of work under 
this contract, which amount shall be In¬ 
cluded in the cost on account of which pay¬ 
ment is made under (A) apove; and 

(C) A sum, as a profit, equal to 2 per¬ 
cent of the part of the amount determined 
under (A) above which represents the cost of 
articles and materials not processed by the 
seller, plus a sum equal to 8 percent of the 
remainder of such amount, but the aggre¬ 
gate of such sum shall not exceed 6 percent 
of the whole of the amount determined under 
(A) above, which amount for the purpose of 
this subdivision (C) shall exclude any 
charges for Interest on borrowings: Provided, 
however, That if it appears that the seller 
would have sustained a loss on the entire 
contract had it been completed, no profit 
shall be included or allowed under this sub¬ 
division (C), and an appropriate adjustment 
shall be made reducing the amount of the 
settlement to reflect the indicated rate of 
loss; and 

(ill) The reasonable costs of settlement, 
Including accounting, legal, clerical, and 
other expenses reasonably necessary for the 
preparation of settlement claims and sup¬ 
porting data with respect to the terminated 
portion of the contract and for the termina¬ 
tion and settlement of subcontracts there¬ 
under, together with reasonable storage, 
transportation, and other costs Incurred in 
connection with the protection or disposition 
of the property allocable to this contract. 

The total sum to be paid to the seller under 
(i) and (li) above shall not exceed the total 
contract price reduced by the amount of pay¬ 
ments otherwise made and as further re¬ 
duced by the contract price of work not ter¬ 
minated. Except for normal spoilage and 
except to the extent that the buyer or the 
Government shall have otherwise expressly 
assumed the ri6k of loss, there shall be ex¬ 
cluded from the amounts payable to the 
seller under (i) and (ii)(A) above the fair 
value, as determined by the buyer, of prop¬ 
erty which is destroyed, lost. Btolen, or dam¬ 
aged so as to become undeliverable to the 
buyer or to a purchaser pursuant to para¬ 
graph (b) (vli). 

(f) The obligation of the buyer to make 
any payments under this clause shall be sub¬ 
ject to deductions with respect to (1) all 
unliquidated advance or other payments on 
account theretofore made to the seller ap¬ 
plicable to the terminated portion of this 
contract, (ii) any claim which the buyer 
may have against the seller, in connection 
with this contract, and (iii) the agreed price 
for, or the proceeds of stile of, any materials, 
supplies, or other things retained by the 
seller or sold, and not otherwise recovered by 
or credited to the buyer. 

(g) If the termination hereunder be par¬ 
tial. prior to the settlement of the terminated 
portion of this contract, the seller may file 
with the buyer a request In writing that an 
equitable adjustment be made In the price 
or prices specified in the contract for the 
work in connection with the continued por¬ 
tion not terminated by the Notice of Termi¬ 
nation, and the appropriate equitable adjust¬ 
ment shall be made in such price or prices. 

(h) The buyer may. from time to time, 
under such terms and conditions as he may 
prescribe, make partial payments and pay¬ 
ments on account against costs Incurred by 
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the seller In respect to the terminated por¬ 
tion of the contract, whenever in the opinion 
of the buyer the aggregate of such payments 
shall be within the amount to which the 
seller will be entitled hereunder. If the 
total of such payments is in excess of the 
amount finally agreed upon or determined 
to be due under this clause, such excess shall 
be payable by the seller to the buyer upon 
demand, together with Interest computed at 
the rate of 6 percent per annum, for the pe¬ 
riod from the date such excess payment Is 
received by the seller to the date on which 
such excess is repaid: Provided, however. 
That no interest shall be charged with respect 
to any such excess payment attributable to 
a reduction in the seller’s claim by reason of 
retention or other disposition of termination 
Inventory until 10 days after the date of 
such retention or disposition, or such later 
date as determined by the buyer by reason 
of the circumstances. 

(1) For the purpose of paragraphs (c) and 
(e) above, the amounts of the payments to 
be made by the buyer to the seller shall be 
determined In conformity with the policies 
and principles set forth in Part 8 of the NASA 
Procurement Regulation in effect at the date 
of this contract. Unless otherwise provided 
for in this contract, or by applicable statute, 
the seller, for a period of 3 years after final 
settlement under the contract, shall make 
available to the buyer and the Government 
at all reasonable times at the office of the 
seller all his books, records, documents, or 
other evidence bearing on the costs and ex¬ 
penses of the seller under the contract and 
in respect of the termination of work here¬ 
under or, to the extent approved by the Gov¬ 
ernment. photographs, microphotographs, or 
other authentic reproductions thereof. 

§ 18—8.707 Default clause fur fixed- 
pricc supply contracts. 

The following clause shall be included 
in all formally advertised fixed-price 
type supply contracts and in all negoti¬ 
ated fixed-price type supply contracts in 
excess of $2,500. 

Default (November 1964) 

(a) The Government may. subject to the 
provisions of paragraph (c) below, by written 
notice of default to the Contractor, terminate 
the whole or any part of this contract in any 
one of the following circumstances: 

(i) If the Contractor fails to make delivery 
of the supplies or to perform the services 
within the time specified herein or any ex¬ 
tension thereof; or 

(li) If the Contractor falls to perform any 
of the other provisions of this contract, or 
so fails to make progress as to endanger per¬ 
formance of this contract in accordance with 
its terms, and in either of these two circum¬ 
stances does not cure such failure within a 
period of 10 days (or such longer period as 
the Contracting Officer may authorize in 
writing) after receipt of notice from the 
Contracting Officer specifying such failure. 

(b) In the event the Government termi¬ 
nates this contract in whole or in part as 
provided in paragraph (a) of this clause, the 
Government may procure, upon such terms 
and in such manner as the Contracting Of¬ 
ficer may deem appropriate, supplies or serv¬ 
ices similar to those so terminated, and the 
Contractor shall be liable to the Government 
for any excess costs for such similar supplies 
or services: Provided, That the Contractor 
shall continue the performance of this con¬ 
tract to the extent not terminated under the 
provisions of this clause. 

(c) Except with respect to defaults of sub¬ 
contractors, the Contractor shall not be lia¬ 
ble for any excess costs if the failure to 
perform the contract arises out of causes be¬ 
yond the control and without the fault or 


negligence of the Contractor. Such causes 
may include, but are not restricted to, acts 
of God or of the public enemy, acts of the 
Government in either its sovereign or con¬ 
tractual capacity, fires, floods, epidemics, 
quarantine restrictions, strikes, freight em¬ 
bargoes, and unusually severe weather; but 
in every case the failure to perform must be 
beyond the control and without the fault or 
negligence of the Contractor. If the failure 
to perform is caused by the default of a sub¬ 
contractor, and if such default arises out of 
causes beyond the control of both the Con¬ 
tractor and subcontractor, and without the 
fault or negligence of either of them, the 
Contractor shall not be liable for any ex¬ 
cess costs for failure to perform, unless the 
supplies or services to be furnished by the 
subcontractor were obtainable from other 
sources in sufficient time to permit the Con¬ 
tractor to meet the required delivery 
schedule. 

(d) If this contract is terminated as pro¬ 
vided in paragraph (a) of this clause, the 
Government, in addition to any other rights 
provided in this clause, may require the 
Contractor to transfer title and deliver to 
the Government, in the manner and to the 
extent directed by the Contracting Officer, 
(l) any completed supplies and (ii) such 
partially completed supplies and materials, 
parts, tools, dies. Jigs, fixtures, plans, draw¬ 
ings, Information, and contract rights (here¬ 
inafter called “manufacturing materials”) 
as the Contractor has specifically produced 
or specifically acquired for the performance 
of such part of this contract as has been 
terminated; and the Contractor shall, upon 
direction of the Contracting Officer protect 
and preserve property in possession of the 
Contractor in which the Government has an 
Interest. Payment for completed supplies 
delivered to and accepted by the Govern¬ 
ment shall be at the contract price. Pay¬ 
ment for manufacturing materials delivered 
to and accepted by the Government and for 
the protection and preservation of property 
shall be in an amount agreed upon by the 
Contractor and Contracting Officer; failure 
to agree to such amount shall be a dispute 
concerning a question of fact within the 
meaning of the clause of this contract en¬ 
titled “Disputes.” The Government may 
withhold from amounts otherwise due the 
Contractor for such completed supplies or 
manufacturing materials such sum as the 
Contracting Officer determines to be neces¬ 
sary to protect the Government against loss 
because of outstanding liens or claims of 
former lien holders. 

(e) If after notice of termination of this 
contract under the provisions of this clause, 
it is determined for any reason that the Con¬ 
tractor was not in default under the provi¬ 
sions of this clause, or that the default was 
excusable under the provisions of this clause, 
the rights and obligations of the parties 
shall, if the contract contains a clause pro¬ 
viding for termination for convenience of the 
Government, be the same as if the notice of 
termination had been issued pursuant to 
such clause. If, after notice of termination 
of this contract under the provisions of this 
clause, it is determined for any reason that 
the Contractor was not in default under the 
provisions of this clause, and if this contract 
does not contain a clause providing for ter¬ 
mination for convenience of the Government, 
the contract shall be equitably adjusted to 
compensate for such termination and the 
contract modified accordingly; failure to 
agree to any such adjustment shall be a dis¬ 
pute concerning a question of fact within 
the meaning of the clause of this contract 
entitled "Disputes.” 

(f) The rights and remedies of the Gov¬ 
ernment provided in this clause shall not be 
exclusive and are in addition to any other 
rights and remedies provided by law or under 
this contract. 


Sections 18-8.709(a) and 18-8.710 
revised. 

§ 18-8.709 Default clause for fixed- 
price construction contracts. 

(a) The following clause shall be used 
In all fixed-price construction contracts 
in excess of $10,000. 

Termination for Default—Damages for De¬ 
lay—Time Extensions (November 1964) 

(a) If the Contractor refuses or faUs to 
prosecute the work, or any separable part 
thereof, with such diligence as will insure its 
completion within the time specified in this 
contract, or any extension thereof, or falls 
to complete said work within such time, the 
Government may, by written notice to the 
Contractor, terminate his right to proceed 
with the work or such part of the work as 
to which there has been delay. In such event 
the Government may take over the work and 
prosecute the same to completion, by con¬ 
tract or otherwise, and may take possession 
of and utiUze in completing the work such 
materials, appliances, and plant as may be 
on the site of the work and necessary there¬ 
for. Whether or not the Contractor’s right to 
proceed with the work Is terminated, he and 
his sureties shall be liable for any damage to 
the Government resulting from his refusal 
or failure to complete the work within the 
specified time. 

(b) If fixed and agreed liquidated dam¬ 
ages are provided in the contract and if the 
Government so terminates the Contractor’s 
right to proceed, the resulting damage will 
consist of such liquidated damages until 
such reasonable time as may be required for 
final completion of the work together with 
any Increased costs occasioned the Govern¬ 
ment in completing the work. 

(c) If fixed and agreed liquidated damages 
are provided in the contract and if the Gov¬ 
ernment does not so terminate the Contrac¬ 
tor’s right to proceed, the resulting damage 
will consist of such liquidated damages until 
the work is completed or accepted. 

(d) The Contractor’s right to proceed shall 
not be so terminated nor the Contractor 
charged with resulting damage if: 

(i) The delay in the completion of the 
work arises from unforeseeable causes beyond 
the control and without the fault or negli¬ 
gence of the Contractor, including, but not 
restricted to, acts of God, acts of the public 
enemy, acts of the Government in either its 
sovereign or contractual capacity, acts of 
another contractor in the performance of a 
contract with the Government, fires, floods, 
epidemics, quarantine restrictions, strikes, 
freight embargoes, unusually severe weather, 
or delays of subcontractors or suppliers 
arising from unforeseeable causes beyond the 
control and without the fault or negligence 
of both the Contractor and such subcontrac¬ 
tors or suppliers: and 

(il) The Contractor, within 10 days from 
the beginning of any such delay (unless the 
Contracting Officer grants a further period 
of time before the date of final payment un¬ 
der the contract), notifies the Contracting 
Officer in writing of the causes of delay. 

The Contracting Officer shall ascertain the 
facts and the extent of the delay and extend 
the time for completing the work when, in 
his Judgment, the findings of fact justify 
such an extension, and his findings of fact 
shall be final and conclusive on the parties, 
subject only to appeal as provided in the 
clause of this contract entitled “Disputes.” 

(e) If, after notice of termination of the 
Contractor’s right to proceed under the pro¬ 
visions of this clause, it Is determined for 
any reason that the Contractor was not in 
default under the provisions of this clause, 
or that the delay was excusable under the 
provisions of this clause, the rights and ob- 
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ligations of the parties shall, if the contract 
contains a clause providing for termination 
for convenience of the Government, be the 
same as if the notice of termination had been 
Issued pursuant to such clause. If. in the 
foregoing circumstances, this contract does 
not contain a clause providing for termina¬ 
tion for convenience of the Government, the 
contract shall be equitably adjusted to com¬ 
pensate for such termination and the con¬ 
tract modified accordingly; failure to agree to 
any such adjustment shall be a dispute con¬ 
cerning a question of fact within the meaning 
of the clause of this contract entitled “Dis¬ 
putes." 

(f) The rights and remedies of the Govern¬ 
ment provided in this clause are in addition 
to any other rights and remedies provided 
by law or under this contract. 

§ 18—3.710 Default clause for fixed- 
price research and development con¬ 
tracts. 

The following clause shall be used in 
all fixed-price research and development 
contracts as defined in § 18-7.301. except 
contracts with nonprofit institutions (in¬ 
cluding educational institutions) which 
are awarded on the basis of no profit. 

Default (November 1964) 

(a) The Government may, subject to the 
provisions of paragraph (c) of this clause, 
by written Notice of Default to the Contrac¬ 
tor terminate the whole or any part of tills 
contract in any one of the following cir¬ 
cumstances: 

(i) If the Contractor fails to perform the 
work called for by this contract within the 
tlme(s) specified herein or any extension 
thereof; or 

(ii) If the Contractor fails to perform any 
of the other provisions of this contract, or 
so falls to prosecute the work as to endanger 
performance of this contract in accordance 
with its terms, and in either or these two 
circumstances does not cure such failure 
within a period of 10 days (or such longer 
period as the Contracting Officer may au¬ 
thorize in writing) after receipt of notice 
from the Contracting Officer specifying such 
faUure. 

(b) In the event the Government termi¬ 
nates this contract in whole or In part as 
provided in paragraph (a) of this clause, the 
Government may procure, upon such terms 
and in such manner as the Contracting Of¬ 
ficer may deem appropriate, work similar to 
the work so terminated and the Contractor 
shall be liable to the Government for any 
excess costa for such simUar work: Provided, 
That the Contractor shall continue the per¬ 
formance of this contract to the extent not 
terminated under the provisions of this 
clause. 

(c) Except with respect to defaults of sub¬ 
contractors. the Contractor shall not be 
liable for any excess costs if the failure to 
perform the contract arises out of causes 
beyond the control and without the fault or 
negligence of the Contractor. 8uch causes 
may include, but are not restricted to, acts of 
God or of the public enemy, acts of the 
Government in either its sovereign or con¬ 
tractual capacity, fires, floods, epidemics, 
quarantine restrictions, strikes, freight em¬ 
bargoes, and unusually severe weather; but 
in every case the failure to perform must be 
beyond the control and without the fault 
or negligence of the Contractor. If the fail¬ 
ure to perform is caused by the default of a 
subcontractor, and if such default arises out 
of causes beyond the control of both the 
Contractor and subcontractor, and without 
the fault or negligence of either of them, 
the Contractor shall not be liable for any 
excess costs for failure to perform, unless 
the supplies or service to be furnished by the 


subcontractor were obtainable from other 
sources in sufficient time to permit the Con¬ 
tractor to meet the required delivery sched¬ 
ule or other performance requirements. 

(d) If this contract is terminated as pro¬ 
vided in paragraph (a) of this clause, the 
Government, in addition to any other rights 
provided in this clause, may require the 
Contractor to transfer title and deliver to 
the Government. In the manner and to the 
extent directed by the Contracting Officer 
any of the completed or partially completed 
work not theretofore delivered to, and ac¬ 
cepted by, the Government and any other 
property, including contract rights, specific¬ 
ally produced or specifically acquired for 
the performance of such part of this con¬ 
tract as has been terminated; and the Con¬ 
tractor shall, upon the direction of the Con¬ 
tracting Officer, protect and preserve property 
in the possession of the Contractor in which 
the Government has an interest. The Gov¬ 
ernment shall pay to the Contractor the con¬ 
tract price, if separately stated, for completed 
work accepted by the Government and the 
amount agreed upon by the Contractor and 
the Contracting Officer for (i) completed 
work for which no separate price is stated, 
(11) partially completed work, (iii) other 
property described above which is accepted 
by the Government, and (lv) the protection 
and preservation of property. Failure to 
agree shall be a dispute concerning a ques¬ 
tion of fact within the meaning of the clause 
of this contract entitled "Disputes." The 
Government may withhold from amounts 
otherwise due the Contractor for such com¬ 
pleted supplies or manufacturing materials 
such sum as the Contracting Officer deter¬ 
mines to be necessary to protect the Gov¬ 
ernment against loss because of outstanding 
liens or claims of former lien holders. 

(e) If. after notice of termination of this 
contract under the provisions of this clause, 
it is determined for any reason that the Con¬ 
tractor was not in default under the provi¬ 
sions of this clause, or that the default was 
excusable under the provisions of this clause, 
the rights and obligations of the parties 
shall, if the contract contains a clause pro¬ 
viding for termination for convenience of the 
Government, be the same as if the notice of 
termination had been issued pursuant to 
such clause. If, after notice of termination 
of this contract under the provisions of this 
clause, it is determined for any reason that 
the Contractor was not in default under the 
provisions of this clause, and if this con¬ 
tract does not contain a clause providing for 
termination for convenience of the Govern¬ 
ment, the contract shall be equitably ad¬ 
justed to compensate for such termination 
and the contract modified accordingly; fail¬ 
ure to agree to any such adjustment shall be 
a dispute concerning a question of fact with¬ 
in the meaning of the clause of this contract 
entitled “Disputes." 

(f) The rights and remedies of the Gov¬ 
ernment provided in this clause shall not be 
exclusive and are in addition to any other 
rights and remedies provided by law or under 
this contract. 

Subpart 18-8.8 revised in its entirety. 

Subpart 18-8.8—Forms 

§ 18—8.800 Scope of subpnrt. 

This Subpart 18-8.8 prescribes certain 
forms related to the termination and 
settlement of contracts. 

§18—8.801 Notice of termination. 

§ 18—8.801—1 Telegraphic notice of ter¬ 
mination. 

<a) The following form of telegraphic 
notice is approved for use where a con¬ 
tract is being completely terminated. 


Telegraphic Notice—Complete Termination 
(November 1964) 

Date:_ 

XYZ Corp., 

New York, N.Y . 

Your Contract No._is hereby termi¬ 
nated in its entirety pursuant to Clause- 

of the contract effective [here insert “imme¬ 
diately" or “on__ 19-.." (Insert 

the date) or "as soon as you have delivered 
thereunder including previous deliveries the 
following items" (listing items)]. Immedi¬ 
ately stop all work, terminate subcontracts 
and place no further orders except to extent 
(insert if applicable—necessary to perform 
any portion thereof not terminated hereby 
or) that you or a subcontractor wish to re¬ 
tain and continue for own account any work 
in process or other materials. Telegraph sim¬ 
ilar instructions to all subcontractors and 
suppliers. Letter and instructions follow. 


(Contracting Officer) 

(b) The following form of telegraphic 
notice is approved where a contract is 
being partially terminated. 

Telegraphic Notice op Partial Termination 
(November 1964) 

Date;_ 

XYZ Corp., 

New York , N.Y. 

Your Contract No.-is hereby par¬ 
tially terminated pursuant to Clause_ 

of the contract effective on__ 19--, 

on which date you will reduce its total num¬ 
ber of items to be delivered as follows (in¬ 
serting instructions as to reduced deliveries): 
Immeditately stop all work, terminate sub¬ 
contracts and place no further orders except 
to extent necessary to perform any portion 
thereof not terminated hereby or that you 
or a subcontractor wish to retail and con¬ 
tinue for own account any work in process 
or other materials. Telegraph similar in¬ 
structions to all subcontractors and sup¬ 
pliers. Letter and Instructions follow: 


(Contracting Officer) 

§ 18-8.801-2 Letter notice of termina¬ 
tion. 

The following form of Notice of Ter¬ 
mination of prime contract is approved 
for use. With appropriate modifications, 
it is suitable for use in terminating sub¬ 
contracts. 

Letter Notice of Termination to Prime 
Contractors 

(At the top of the Notice set out all special 
details relating to the particular termination; 
e.g., name and address of company, number 
of prime contract terminated, service in¬ 
volved. appropriation or allotment, etc.) 

(Two alternative forms of paragraph No. 1 
are set out below. If this written termina¬ 
tion notice confirms a telegraphic notice pre¬ 
viously sent, use the first of the alternative 
paragraphs No. 1 below. If no previous tele¬ 
graphic notice has been sent, use the second.) 

1. Effective Date of Termination. Tills 
letter will confirm the Government’s tele¬ 
gram to you dated___ 19-_, termi¬ 
nating (in part) your Contract No.- 

(hereinafter referred to as "the contract") 
for the convenience of the Government, in 
accordance with the clause thereof entitled 
"Termination for the Convenience of the 
Government" (or, in the case of a cost- 
reimbursement-type contract. "Termina¬ 
tion") . Such termination is effective on the 
date and in the manner stated in such tele- 
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gram, reference to which is hereby made (or 
copy of which is attached hereto). 

(or) 

1. Effective Date of Termination. You are 

notified that your Contract No._(here¬ 

inafter referred to as “the contract”) is 
hereby terminated (in part) for the con¬ 
venience of the Government, in accordance 
with the clause hereof entitled “Termination 
for the Convenience of the Government** (or, 
in the case of a cost-reimbursement-type 
contract, "Termination”). Such termination 

will be effective: _ (here insert 

either “immediately upon your receipt of this 

Notice” or “on__ 19_,’* (inserting 

the date) or "as soon as you have delivered 
under the contract the following number 
of each of the items listed below, Including 

those heretofore delivered, to wit:_” 

or, “on-- 19__, on which date you 

are hereby directed to reduce the total num¬ 
ber of items to be delivered under the con¬ 
tract as follows": (here Insert instructions 
as to reduced deliveries)). 

2. Cessation of Work and Notification to 
Your Immediate Subcontractors, (a) You 
shall stop all work, make no further ship¬ 
ment, and place no further orders in con¬ 
nection with the contract, except (1) to the 
extent necessary to perform any portion 
thereof not terminated by this Notice, or 
(2) to the extent that you may wish to re¬ 
tain and continue any work in process or 
other materials for your own account, or (3) 
to the extent the Contracting Officer au¬ 
thorizes you to continue work-in-process for 
reasons of safety, or to clear (or avoid 
damage to ( equipment or to avoid Immediate 
complete spoilage of work-in-process having 
a definite commercial value, or otherwise to 
prevent undue loss to the Government. [If 
you believe the authorization referred to in 
subparagraph (3) above 1s necessary or ad¬ 
visable, you shall immediately notify the 
Contracting Officer by telephone or personal 
conference and obtain instructions.) You 
shall keep adequate records of your com¬ 
pliance with this paragraph 2(a) showing (i) 
the date you received your Notice of Termi¬ 
nation, (il) the effective date of such termi¬ 
nation, and (ill) the extent of completion of 
performance on such effective date. 

(b) You shall give notice of termination 
to each of your immediate subcontractors 
(including suppliers) who will be affected by 
the termination of your contract. In such 
notice you shall (1) give him the number 
of your contract with the Government, (2) 
state that it has been terminated (or ter¬ 
minated in part, if that is the case) tor the 
convenience of the Government, (3) give him 
the name and address of the Contracting 
Officer, (4) instruct him to stop all work, 
to make no further shipments, to place no 
more orders, and to terminate all subcon¬ 
tracts under this contract with you (sub¬ 
ject to the same exceptions stated in para¬ 
graph 2(a)), (5) direct him to submit his 
settlement proposal promptly in order to ex¬ 
pedite settlement, and (6) request him to 
give similar notice and instructions to his 
immediate subcontractors. 

(c) You shall notify the Contracting Of¬ 
ficer of the number of articles completed 
under the contract and still on hand, and 
arrange with him for their delivery or other 
disposal. 

(d) You shall forthwith transfer title to 
and deliver to the Government, in accord¬ 
ance with any instructions of the Contract¬ 
ing Officer, all items of termination inven¬ 
tory (including subcontractor termination 
inventory which under the terms of the sub¬ 
contract or purchase order concerned you 
have the right to take over) of the follow¬ 
ing types or classes: (insert proper identifi¬ 
cation or “none”). 
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(e) You shall notify the Contracting Of¬ 
ficer of any pending legal proceedings which 
relate to any subcontracts or purchase orders 
under the terminated contract or which have 
resulted in or which are intended to result 
in a lien or encumbrance on any termina¬ 
tion inventory other than termination in¬ 
ventory you propose and are authorized to 
purchase, retain, or dispose of. (The Con¬ 
tracting Officer shall also be promptly noti¬ 
fied of any such proceedings brought after 
receipt of this Notice.) 

(f) You shall take such other action as 
may be required by the Contracting Officer 
or under the termination clause contained 
in your contract. 

3. Termination Inventory. In connection 
with settlement of your claim it will be 
necessary to establish that all your termi¬ 
nation inventory and that of your subcon- 
trators has been properly accounted for. 
For detailed information, see NASA Pro¬ 
curement Regulation, Part 8, Subpart 5. 

4. Completed End Items. Subject to NASA 
Procurement Regulation 8.306, you will in¬ 
voice acceptable completed end items under 
the contract in the usual way and not in¬ 
clude them in your settlement proposal. 

5. Submission of Settlement Proposal. To 
assist you in prompt submission of your set¬ 
tlement proposal, there is enclosed one set 
of the standard forms. 

6. Patents. Your attention is called to 
any provisions of the contract which may 
require you to make a disclosure of, and to 
deliver to the Government instruments of 
license or assignment respecting all inven¬ 
tions. discoveries, and patent applications 
made by you in the performance of the con¬ 
tract. You are urged to forward such dis¬ 
closures and instruments of license or assign¬ 
ment to the Contracting Officer promptly, 
inasmuch as these contractual obligations 
must be complied with before execution of 
the final settlement agreement. This para¬ 
graph may be disregarded if the contract 
contains no such patent provisions. 

7. Settlements With Subcontractors. You 
remain liable to your subcontractors and 
suppliers for claims arising by reason of the 
termination of their subcontracts or orders. 
You are requested to settle such termina¬ 
tion claims as promptly as possible. For 
purposes of reimbursement by the Govern¬ 
ment. such settlements will be governed by 
the provisions of NASA Procurement Regula¬ 
tion. Part 8. 

8. The Office named below will be in charge 
of the settlement of your claim. As to any 
matters not covered by this Notice, you 
should consult the Office named below. 

9. Please acknowledge receipt of the Notice 
as shown below. 

Enclosures. 


(Contracting Officer) 


(Name of Office) 


(Address) 

Acknowledgment of Notice 

The undersigned hereby acknowledge re¬ 
ceipt of a signed copy of the foregoing Notice 

on -- 19.Two copies of this 

Notice, both signed, are herewith returned. 


(Name of Contractor) 
By. 


(Title) 

§ 18-8.802 Forms for settlement of 
fixed-price contracts. 

The forms listed in § 18-8.802-1 
through $ 18-8.802-10 are prescribed for 
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use in settling terminated fixed-price 
contracts. 

§ 18-8.802-1 DD Form 540-Settle¬ 
ment proposal—Inventory basi*. 

§ 18-8.802-2 DD Form 541—Settle¬ 
ment proposal—Total cost basin. 

§ 18-8.802-3 DD Form 831—Settle- 
ment proposal—Short form. 

§ 18—8.802—4 DD Form 542—Inventory 
schedule A—Metals in mill product 
form and DD Form 542c—Inventory 
schedule A—Continuation sheet. 

§ 18—8.802—5 DD Form 543—Inventory 
schedule 8—Raw materials and DD 
Form 543c, Inventory schedule R— 
Continuation sheet. 

§ 18-8.802-6 DD Form 544—Inventory 
schedule C—Work in process and 
DD Form 544c—Inventory schedule 
II—Continuation sheet. 

§ 18—8.802—7 DD Form 545—Inventory 
schedule I)—Dies, jigs, fixtures, etc., 
and special tools; and DD Form 
545c—Inventory schedule D, contin¬ 
uation sheet. 

§ 18—8.802—8 DD Form 832— Inventory 
schedule E— Short form for use with 
DD Form 831 only. 

§ 18-8.802-9 DD Form 546—Schedule 
of accounting information. 

DD Form 546 is required to be filed 
only once with respect to any termina¬ 
tion. It is not required when the settle¬ 
ment proposal is submitted on DD Form 
831. 

§ 18-8.802—10 DD Form 548—Applica¬ 
tion for partial payment. 

§ 18—8.803 DD Form 547—Settlement 
proposal for cost- reimbursement 
type contracts. 

DD Form 547 is to be used by prime 
contractors submitting termination 
claims on cost-reimbursement type con¬ 
tracts. It is also suitable for use in con¬ 
nection with terminated cost-reimburse¬ 
ment type subcontracts. 

§ 18-8.804 DD Form 547s—Notice of 
audit status date. 

DD Form 547s is for use by disbursing 
officers in accordance with § 18-8.404-6. 

§ 18-8.805 Scrap warranty. 

A warranty in the general format set 
forth below shall be executed by a pur¬ 
chaser of material as scrap (on direct 
purchase from the Government or on 
subsequent resale) in accordance with 
the requirements of § 18-8.504. 

Scrap Warranty (November 1964) 

In consideration of the transfer to the un¬ 
dersigned of the property covered by this 
Agreement at a value based upon its being 
used as scrap, the undersigned represents 
and warrants to the United States as follows: 

(1) The property covered by this Agree¬ 
ment will be used only as scrap, either in its 
existing condition or after further prepara¬ 
tion, unless and until the undersigned is re¬ 
leased from this warranty. 

(2) In the event the undersigned is re¬ 
leased from this warranty, any payment 
agreed on as consideration for such release 
shall be made to the United States, regard¬ 
less of whether this warranty shall have been 
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executed at the request of the United States. 

(3) In the event the undersigned sells the 
property covered by this Agreement prior to 
release of this warranty, the undersigned will 
obtain from the purchaser and tender to the 
United States a warranty identical to this 
executed by the purchaser, and upon receipt 
of such other warranty, this warranty will 
be released by the United States. 

(4) All obligations of the undersigned un¬ 
der this warranty shall expire 5 years from 
the date hereof. 


(Name) 


(Address) 


(Date) 

§ 18-8.806 Forms of settlement agree¬ 
ment. 

See 3 18-8.209. 

§ 18-8.806-1 .Settlement agreement for 
use in settling fixed-price prime con¬ 
tracts after complete termination. 

November 1964. 

This Supplemental Agreement of Settle¬ 
ment. entered into this-day of- 

_ 19-., between the United States of 

America (hereinafter called “the Govern¬ 
ment") represented by the Contracting Offi¬ 
cer executing this contract, and- 

(i) A corporation organized and existing 
under the laws of the State of-: 

(il) A partnership consisting of- 

(ill) An individual doing business as- 

_; (hereinafter called “the 

Contractor"). 

Witnesseth That: 

Whereas, the Contractor and the Govern¬ 
ment have entered into Contract No._ 

under date of_19—, which, to¬ 

gether with any and all amendments, 
changes, modifications, and supplements 
thereto, is hereinafter referred to as “the 
contract”; and 

Whereas, the Termination for Convenience 
of the Government clause of the contract 
provides that the performance of work un¬ 
der the contract may at the convenience of 
the Government be terminated by the Gov¬ 
ernment in whole, or from time to time in 
part, whenever the Contracting Officer shall 
determine that such termination is in the 
b©6t interest of the Government, and that 
the Contractor and the Contracting Officer 
may agree upon the whole or any part of the 
amount to be paid to the Contractor by rea¬ 
son of such termination; and 

Whereas, by notice of termination dated 
-the Government advised the Con¬ 
tractor of the complete termination of the 
contract for the convenience of the Gov¬ 
ernment; and 

Whereas, as used herein the following 
terms shall have the meanings hereinafter 
set forth: 

The term “termination inventory" means 
any items of physical property purchased, 
supplied, manufactured, furnished, or other¬ 
wise acquired for performance of the con¬ 
tract which are properly allocable to the 
terminated portion of the contract, but shall 
not Include any facilities, materials, produc¬ 
tion or other equipment, or special tooling, 
which are subject to a separate contract or 
a special contract provision governing the 
use or disposition thereof. Termination in¬ 
ventory may Include Government-furnished 
property and contractor-acquired property 
as defined below. 

(1) Government-furnished property is 
property in the possession of or acquired di¬ 
rectly by the Government, and delivered or 
otherwise made available to the Contractor. 


(11) Contractor-acquired property is prop¬ 
erty procured or otherwise provided by the 
Contractor for the performance of a contract, 
whether or not the Government has title by 
the terms of the contract, or exercises its 
contractual right to take title. 

The term “subcontract" means any con¬ 
tract as defined in NASA Procurement Regu¬ 
lation 1.207 other than a prime contract, 
entered into by a prime contractor or a sub¬ 
contractor, calling for supplies or services 
required for the performance of any one or 
more prime contracts. 

The term “scrap” means property that has 
no reasonable prospect of being sold except 
for the recovery value of its basic material 
content. 

Now, therefore, the parties hereto do mu¬ 
tually agree as follows: 

Article 1. The Contractor certifies that 
all contract termination inventory (includ¬ 
ing scrap) has been retained or otherwise 
acquired by him, sold to third parties, 
returned to suppliers, stored for the Govern¬ 
ment. delivered to the Government, other¬ 
wise properly accounted for. and all proceeds 
or retention prices thereof, if any, have 
been taken into account in arriving at this 
agreement. 

Art. 2. a. The Contractor certifies that, 
prior to the execution of this agreement, each 
of the Contractor’s immediate subcontrac¬ 
tors whose claim is included in the claim 
settled by this agreement has furnished to 
the Contractor a certificate stilting (i) that 
all of his subcontract termination inven¬ 
tory (including scrap) has been retained 
or otherwise acquired by him. sold to third 
parties, returned to suppliers, stored for the 
Government, delivered to the Government, 
or otherwise properly accounted for, and all 
proceeds or retention prices thereof, if any, 
were taken into account in arriving at the 
settlement of the subcontract or subcon¬ 
tracts, and (11) that the subcontractor has 
received from each of the immediate sub¬ 
contractors whose claim was Included in his 
claim a substantially similar certificate. 

b. The Contractor hereby transfers and 
conveys to the Government all the right, 
title, and interest, if any, which the Con¬ 
tractor has received, or is entitled to receive. 
In and to subcontract termination inven¬ 
tory, if any, not otherwise properly accounted 
for, and hereby assigns to the Government 
any and all of his rights relating thereto. 

Art. 3. The Contractor certifies that, with 
respect to all items of termination inventory 
the costs of which were taken into account 
in arriving at the amount of this settlement, 
or in the settlement of any subcontract claim 
included in this settlement: (i) All such 
items are properly allocable to the termi¬ 
nated portion of the contract; (ii) such items 
are not in excess of the reasonable quan¬ 
titative requirements of the terminated por¬ 
tion of the contract; (ill) such items do not 
include any items reasonably usable without 
loss to the Contractor, on his other work; 
and (iv) the Contractor has informed the 
Contracting Officer of any substantial change 
in the status of such items between the dates 
of his termination inventory schedules and 
the date of this agreement. 

Art. 4. In all cases where the Contractor 
has not previously made such payments, the 
Contractor shall, within ten (10) days after 
receipt of the payment provided for here¬ 
under, pay to each of its immediate subcon¬ 
tractors (or to their respective assignees) 
the respective amounts to which they are 
entitled, after deducting, if the Contractor so 
elects, any amounts then due and payable to 
the Contractor by such subcontractors. 

Art. 6. a. The Contractor has received 

the sum of $-on account of work and 

services performed, or articles delivered, un¬ 
der the completed portion of the contract. 
The Government as part of this negotiated 


settlement hereby confirms and acknowl¬ 
edges the right of the Contractor, subject to 
the provisions of Article 6 hereof, to retain 
such sum heretofore paid and agrees that 
such sum constitutes a portion of the total 
amount to which the Contractor is entitled 
in settlement of the Contract. 

b. In addition, upon execution of this 
agreement the Government agrees to pay to 
the Contractor or his assignee, upon pres¬ 
entation of properly certified Invoices or 


vouchers, the sum of $_ (insert net 

amount of settlement), arrived at by de¬ 
ducting from the sum of $_(for claim 


submitted on inventory basis, Insert gross 
amount of settlement; for claim submitted 
on total cost basis, insert gross amounts of 
settlement less amount set forth in 5a above), 

(1) the amount of $_representing all 

unliquidated partial or progress payments 
previously made on account to the Contrac¬ 
tor or his assignee and all unliquidated ad¬ 
vance payments (with interest, if any, there¬ 
on), and (2) the amount of $_ 

representing all applicable property disposui 
credits (and (3) the amount of $_rep¬ 

resenting all other amounts due the Govern¬ 
ment under this contract except as herein¬ 
after provided in Article 6).* Said sum. 
together with all other sums heretofore paid 
constitutes payment in full and complete 
settlement of the amount due the Contractor 
by reason of the complete termination of 
work under the contract and of all other 
claims and liabilities of the Contractor and 
the Government under the contract, except 
as hereinafter provided in Article 6. 

Art. 6. Notwithstanding any other pro¬ 
vision of this agreement, the following rights 
and liabilities of the parties under the con¬ 
tract are hereby reserved: 

(The following list of reserved or excepted 
rights and liabilities is intended to cover 
those which, should most frequently be re¬ 
served, and which should in any event be 
scrutinized at the time a settlement agree¬ 
ment is signed. (See § 18-8.209-2.) The 
suggested language of the enumerated ex¬ 
cepted items on the list may be varied in the 
discretion of the Contracting Officer to cover 
more accurately the exceptions needed in 
a particular case. Where greater accuracy 
or completeness may be achieved by a refer¬ 
ence to the number of the contract clause 
or provision covering the matter in question, 
this method of enumerating reserved rights 
and liabilities may be followed. Omit any 
of the following which are not applicable and 
add any additional exceptions or reservations 
required.) 

(1) All rights and liabilities, if any, of 
the parties under the Renegotiation Act of 
19— (insert reference to applicable Renego¬ 
tiation Act). 

(2) All rights and liabilities of the parties 
arising under the contract articles, if any. 
or otherwise which relate to reproduction 
rights, patent infringements. Inventions, ap¬ 
plications for patent and patents, including 
rights to assignments, invention reports, and 
licenses, covenants of indemnity against 
patent risks and bonds for patent indemnity 
obligations, together with all rights and 
liabilities under any such bond. 

(3) All rights of the Government to take 
the benefit of any adjustments of royalties 
under the Royalty Adjustment Act of 1942 
(35 U.S.C. 89-96) and to take the benefit of 
agreements reducing or otherwise affecting 
royalties paid or payable in connection with 
the performance of the contract. 

(4) All rights and liabilities of the parties 
under the contract relating to options (ex¬ 
cept options to continue or Increase the 
work under the contract), covenants not to 
compete, covenants of indemnity. 


•To be inserted where appropriate. 
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(5) All rights and liabilities of the parties 
under agreements with respect to the future 
care and disposition by the Contractor of 
Government-owned property remaining in his 
custody. 

(6) All rights and liabilities of the parties 
under the contract with respect to any con¬ 
tract termination inventory stored for the 
Government pursuant to Article 1 hereof. 

(7) All rights and liabilities of the parties 
under the contract with respect to any and 
all Government property furnished to the 
Contractor for the performance of this con¬ 
tract. 

(8) All rights and liabilities of the parties 
arising under the contract, or otherwise con¬ 
cerning defects in, or guarantees or warran¬ 
ties relating to, any articles or component 
parts furnished to the Government by the 
Contractor pursuant to the contract or this 
agreement. 

(9) All rights and liabilities, if any, of the 
parties under those clauses Inserted in the 
contract because of the requirements of Acts 
of Congress and Executive Orders, including 
without limitation, any applicable clauses re¬ 
lating to the following topics: labor law, con¬ 
tingent fees, domestic articles, employment 
of aliens, “officials not to benefit.” (If the 
contract contains clauses of this character 
inserted for reasons other than requirements 
of Acts of Congress or Executive Orders, the 
suggested language should be appropriately 
modified.) 

In Witness Whereof, etc. 

§ 18-8.806-2 Settlement agreement for 
use in settling fixed-price prime con¬ 
tracts after partial termination. 

This Supplemental Agreement of Settle¬ 
ment. entered into this _ day of 

-- 19,between the United States 

of America (hereinafter called “the Govern¬ 
ment”) represented by the Contracting Offi¬ 
cer executing this contract, and_ 

(I) A corporation organized and existing 

under the laws of the State of_ 

(II) A partnership consisting of_ 

(iii) An individual doing business as_ 


(hereinafter called “the Contractor”). 

Wltnesseth That: 

Whereas, the Contractor and the Govern¬ 
ment have entered into Contract No._ 

under the date of__ 19—, which, 

together with any and all amendments, 
changes, modifications, and supplements 
thereto, is hereinafter referred to as “the con¬ 
tract”; and 

Whereas, the Termination for Convenience 
of the Government clause of the contract 
provides that the performance of work under 
the contract may at the convenience of the 
Government be terminated by the Govern¬ 
ment in whole, or from time to time in 
part, whenever the Contracting Officer shall 
determine that such termination is in the 
best interest of the Government, and that the 
Contractor and Contracting Officer may agree 
upon the whole or any part of the amount 
to be paid to the Contractor by reason of such 
termination; and 

Whereas, by Notice of Termination dated 
-the Government advised the Con¬ 
tractor of the partial termination of the con¬ 
tract for the convenience of the Govern¬ 
ment as of the date and to the extent pro¬ 
vided in such Notice, to which reference is 
herby made as to the part terminated, and 
said part is hereinafter referred to as the 
“terminated portion of the contract”; and 

Whereas, as used herein, the following 
terms shall have the meanings hereinafter 
set forth: 

The term “termination inventory” means 
any items of physical property purchased, 
supplied, manufactured, furnished, or other¬ 
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wise acquired for performance of the contract 
which are properly allocable to the terminat¬ 
ed portion of the contract, but shall not in¬ 
clude any facilities, materials, production or 
other equipment, or special tooling, which 
are subject to a separate contract or a special 
contract provision governing the use or dis¬ 
position thereof. Termination inventory 
may include Government-furnished property 
and contractor-acquired property as de¬ 
fined below. 

(i) Government-furnished property is 
property in the possession of or acquired 
directly by the Government, and delivered or 
otherwise made available to the Contractor. 

(ii) Contractor-acquired property is prop¬ 
erty procured or otherwise provided by the 
Contractor for the performance of a contract, 
whether or not the Government has title by 
the terms of the contract, or exercises its 
contractual right to take title. 

The term “subcontract” means any con¬ 
tract as defined in NASA Procurement Regu¬ 
lation 1.207 other than a prime contract, 
entered into by a prime contractor or a sub¬ 
contractor, calling for supplies or services re¬ 
quired for the performance of any one or 
more prime contracts. 

The term “scrap” means property that has 
no reasonable prospect of being sold except 
for the recovery value of its basic material 
content. 

Now, therefore, the parties hereto do mu¬ 
tually agree as follows: 

Article 1. The terminated portion of the 
contract is designated as follows: (Specify 
the terminated portion clearly as to items, in¬ 
cluding (i) item numbers, (ii) descriptions, 

(iii) quantity terminated, (iv) unit price of 
items, (v) total price of terminated items, 
and (vi) any other explanation necessary to 
avoid uncertainty or misunderstanding.) 

Art. 2. The Contractor certifies that all 
contract termination Inventory (including 
scrap) has been retained or otherwise ac¬ 
quired by him. sold tt> third parties, returned 
to suppliers, stored for the Government, de¬ 
livered to the Government, or otherwise 
properly accounted for, and all proceeds or 
retention prices thereof, if any, have been 
taken into account in arriving at this 
agreement. 

Art. 3. a. The Contractor certifies that, 
prior to the execution of this agreement, each 
of the contractor's immediate subcontractors 
whose claim is included in the claim settled 
by this agreement has furnished to the Con¬ 
tractor a certificate stating (i) that all his 
subcontract termination Inventory (includ¬ 
ing scrap) has been retained or otherwise 
acquired by him, sold to third parties, re¬ 
turned to suppliers, stored for the Govern¬ 
ment. delivered to the Government, or other¬ 
wise properly accounted for, and all proceeds 
or retention prices thereof, if any, were taken 
into account in arriving at the settlement of 
the subcontract or subcontracts and (ii) 
that the subcontractor has received from 
each of the Immediate subcontractors whose 
claim was included in his claim a substan¬ 
tially similar certificate. 

b. The Contractor hereby transfers and 
conveys to the Government all the right, 
title and interest, if any. which the Con¬ 
tractor has received, or is entitled to receive, 
in and to subcontract termination inventory, 
if any, not otherwise properly accounted for, 
and hereby assigns to the Government any 
And all of his rights relating thereto. 

Art. 4. The Contractor certifies that, with 
respect to all items of termination inventory 
the costs of which were taken into account 
in arriving at the amount of this settlement, 
or in the settlement of any subcontract 
claim Included in this settlement: (i) All 
such items are properly allocable to the ter¬ 
minated portion of the contract; (ii) such 
items are not in excess of the reasonable 
quantitative requirements of the terminated 
portion of the contract; (ill) such items do 
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not include any item reasonably usable, with¬ 
out loss to the Contractor, on his other work; 
and (iv) the Contractor has informed the 
Contracting Officer of any substantial change 
in the status of such items between the dates 
of his termination inventory schedules and 
the date of this agreement. 

Art. 5. In all cases where the Contractor 
has not previously made such payments, the 
Contractor shall, within ten (10) days after 
receipt of the payment provided for here¬ 
under. pay to each of his immediate subcon¬ 
tractors (or to their respective assignees) the 
respective amounts to which they are en¬ 
titled, after deducting, if the Contractor so 
elects, any amounts then due and payable to 
the Contractor by such subcontractors. 

Art. 8. Upon execution of this agreement, 
the Government agrees to pay to the Con¬ 
tractor or his assignee, upon presentation of 
properly certified invoices or vouchers, the 
sum of $-(insert net amount of settle¬ 

ment) , arrived at by deducting from the sum 
of $- (insert gross amount of settle¬ 
ment), (1) the amount of $_represent¬ 

ing all unliquidated partial or progress 
payments previously made on account to the 
Contractor or his assignee and all unliqui¬ 
dated advance payments (with interest, if 
any. thereon) applicable to the terminated 
portion of the contract and (2) the amount 
of $-representing all applicable prop¬ 

erty disposal credits. Said sum, together 
with all other sums heretofore paid, consti¬ 
tutes payment in full and complete settle¬ 
ment of the amount due the Contractor with 
respect to the terminated portion of the con¬ 
tract, except as hereinafter provided in 
Article 7. 

Art. 7. Upon payment of said sum of 

$- (insert net amount of settlement) 

all obligations of the Contractor to perform 
further work or services or to make further 
deliveries under the terminated portion of 
the contract and all obligations of the Gov¬ 
ernment to make further payments or to 
carry out other undertakings in connection 
therewith shall cease: Provided, however . 
That nothing herein contained shall impair 
or affect in any way any covenants, terms or 
conditions of the contract relating to the 
completed or continued portion thereof: And 
provided further , That, with respect to the 
terminated portion of the contract, the fol¬ 
lowing rights and liabilities of the parties are 
reserved. 

(The following list of reserved or excepted 
rights and liabilities relating to the termi¬ 
nated portion of the contract is intended to 
cover those which should most frequently be 
reserved, and which should in any event be 
scrutinized at the time a settlement agree¬ 
ment is signed (see § 18-8.209-2). The sug¬ 
gested language of the enumerated excepted 
items on the list may be varied in the discre¬ 
tion of the Contracting Officer to cover more 
accurately the exception needed in a particu¬ 
lar case. Where greater accuracy or com¬ 
pleteness may be achieved by a reference to 
the number of the contract clause or provi¬ 
sion covering the matter in question this 
method of enumerating reserved rights and 
liabilities may be followed. Omit any of the 
following which are not applicable and add 
any additional exceptions or reservations 
required.) 

(1) All rights and liabilities, if any, of the 
parties under the Renegotiation Act of 19.. 

(insert reference to applicable Renegotiation 
Act). 

(2) All rights of the Government to take 
the benefit of any adjustments of royalties 
under the Royalty Adjustment Act of 1942 
(35 U.S.C. 89-96) and to take the benefit of 
agreements reducing or otherwise affecting 
royalties paid or payable in connection with 
the performance of the contract. 

(3) All rights and liabilities, if any, of the 
parties under those clauses inserted in the 
contract because of the requirements of Acts 
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of Congress and Executive Orders, including, 
without limitation, any applicable clauses 
relating to the following topics: labor law, 
contingent fees, domestic articles, employ¬ 
ment of aliens, "officials not to benefit. 0 (If 
the contract contains clauses of this charac¬ 
ter Inserted for reasons other than require¬ 
ments of Acts of Congress or Executive 
Orders, the suggested language should be 
appropriately modified.) 

(4) All rights and liabilities of the parties 
arising under the contract articles, if any, 
or otherwise which relate to reproduction 
rights, patent Infringements, inventions, 
applications for patent and patents, includ¬ 
ing rights to assignments, invention reports 
and licenses, covenants of indemnity against 
patent risks and bonds for patent indemnity 
obligations, together with all rights and 
liabilities under any Buch bond. 

(5) All rights and liabilities of the parties 
arising under the contract, or otherwise con¬ 
cerning defects in, or guarantees or war¬ 
ranties relating to. any articles or component 
parts furnished to the Government by the 
Contractor pursuant to the contract or this 
agreement. 

(6) All rights and liabiUties of the parties 
with respect to any contract termination In¬ 
ventory stored for the Government pursuant 
to Article 2 hereof. 

In Witness Whereof, etc. 

§ 18-8.806-3 Partial settlement agree¬ 
ment for use in settling fixed-price 
prime contracts after complete or 
partial termination where settlement 
pertains only to settlements with sub¬ 
contractors. 

November 1964. 

This Supplemental Agreement of Settle¬ 
ment. entered into this _ day of 

__ 19__, between the United States 

of America (hereinafter called "the Govern¬ 
ment”) represented by the Contracting Offi¬ 
cer executing this contract, and- 

(I) A corporation organized and existing 

under the laws of the State of-; 

(II) A partnership consisting of-; 

(ill) An individual doing business as 

_; (hereinafter called 

“the Contractor”). 

Witnesseth That: 

Whereas, the Contractor and the Govern¬ 
ment have entered into Contract No.- 

under date of__ 19_, which, to¬ 

gether with any and all amendments, 
changes, modifications, and supplements 
thereto, is hereinafter referred to as "the 
contract”; and 

Whereas, the Termination for Convenience 
of the Government clause of the contract 
provides that the performance of work under 
the contract may at the convenience of the 
Government be terminated by the Govern¬ 
ment in whole, or from time to time in part, 
whenever the Contracting Officer shall deter¬ 
mine that such termination is in the best 
interest of the Government, and that the 
Contractor and Contracting Officer may agree 
upon the whole or any part of the amount to 
be paid to the Contractor by reason of such 
termination; and 

Whereas, by notice of termination dated 
__the Government advised the Con¬ 

tractor of the (complete termination of the 
contract for the convenience of the Govern¬ 
ment; ) • (partial termination of the contract 
for the convenience of the Government as of 
the date and to the extent provided in such 
Notice, to which reference is hereby made as 
to the part terminated, and said part is here¬ 
inafter referred to as "the terminated por¬ 
tion of the contract";) • and 

Whereas, the Contractor, in connection 
with the performance of the contract, has 
entered into the following subcontracts 


•Insert appropriate phrase. 


(among others) (Insert here a list of the 
terminated subcontracts Included in this set¬ 
tlement) , which subcontracts were termi¬ 
nated by the Contractor in accordance with 
the termination for convenience clause of 
the contract and in accordance with the 
Notice of Termination received by him from 
the Government; and 

Whereas, the parties desire to settle that 
portion of the termination claim of the Con¬ 
tractor which Is based upon the termination 
of the subcontracts listed herein; and 

Whereas, as used herein, the following 
terms shall have the meanings hereinafter 
set forth: 

The term "termination inventory” means 
any items of physical property purchased, 
supplied, manufactured, furnished, or other¬ 
wise acquired for performance of the con¬ 
tract which are properly allocable to the 
terminated portion of the contract, but shall 
not include any facilities, materials, produc¬ 
tion or other equipment, or special tooling 
which are subject to a separate contract or 
a special contract provision governing the 
use or disposition thereof. Termination in¬ 
ventory may include Government-furnished 
property and contractor-acquired property as 
defined below. 

(i) Government-furnished property is 
property in the possession of or acquired 
directly by the Government, and delivered 
or otherwise made available to the Contrac¬ 
tor. 

(ii) Contractor-acquired property is prop¬ 
erty procured or otherwise provided by the 
Contractor for the performance of a contract, 
whether or not the Government has title by 
the terms of the contract, or exercises its 
contractual right to take title. 

The term "subcontract" means any con¬ 
tract as defined in NASA Procurement Reg¬ 
ulation 1.207 other than a prime contract, 
entered into by a prime contractor or a sub¬ 
contractor. calling for supplies or services re¬ 
quired for the performance of any one or 
more prime contracts. 

The term "scrap” means property that has 
no reasonable prospect of being sold except 
for the recovery value of its basic material 
©on tent. 

Now, therefore, the parties hereto do mutu¬ 
ally agree as follows: 

Article 1. a. The Contractor certifies that, 
prior to the execution of this agreement, each 
of the Contractor’s immediate subcontrac¬ 
tors whose claim is included in the claim 
settled by this agreement has furnished to 
the Contractor a certificate stating (i) that 
all his subcontract termination inventory 
(including scrap) has been retained or other¬ 
wise acquired by him, sold to third parties, 
returned to suppliers, stored for the Govern¬ 
ment, delivered to the Government, or other¬ 
wise properly accounted for, and all pro¬ 
ceeds or retention prices thereof, if any, were 
taken into account in arriving at the settle¬ 
ment of the subcontract or subcontracts and 
(ii) that the subcontractor has received from 
each of the immediate subcontractors whose 
claim was included in its claim a substan¬ 
tially similar certificate. 

b. The Contractor hereby transfers and 
conveys to the Government all the right, 
title, and interest. If any, which the Con¬ 
tractor has received, or is entitled to receive, 
in and to such subcontract termination in¬ 
ventory. to the extent that it is not other¬ 
wise properly accounted for, and hereby as¬ 
signs to the Government any and all of his 
rights relating thereto. 

Art. 2. In all cases where the Contractor 
has not previously made such payments, the 
Contractor shall, within ten (10) days after 
receipt of the payment provided for here¬ 
under, pay to each of his immediate subcon¬ 
tractors (or to their respective assignees) the 


••Insert where appropriate. 


respective amounts to which they are en¬ 
titled, after deducting, if the Contractor so 
elects, any amounts then due and payable 
to the Contractor by such subcontractors. 

Art. 3. The Contractor certifies that, with 
respect to all Items of subcontract termina¬ 
tion Inventory the costs of which were taken 
into account in arriving at the amount of 
this settlement, or in the settlement of any 
subcontract claim included in this settle¬ 
ment: (i) all such items are properly allo¬ 
cable to the terminated portion of the con¬ 
tract; (11) such items are not in excess of the 
reasonable quantitative requirements of the 
terminated portion of the contract; (ill) such 
items do not include any items reasonably 
usable without loss to the Contractor, on his 
other work; and (iv) the Contractor has in¬ 
formed the Contracting Officer of any sub¬ 
stantial change in the status of such items 
between the dates of his termination in¬ 
ventory schedules and the date of this 
agreement. 

Art. 4. Upon execution of this agreement 
the Government agrees to pay to the Con¬ 
tractor or his assignee, upon presentation of 
properly certified invoices or vouchers, the 

sum of $__ which sum (together 

with the amount of $_heretofore 

paid the Contractor as partial, progress, or 
advance payments).• constitutes payment in 
full and complete settlement, except as here¬ 
inafter provided in article 5, of the amount 
due the Contractor with respect to that por¬ 
tion of his termination claim which is based 
upon termination of the subcontracts listed 
hereinabove. (The first sum to be inserted 
above should be the net amount of this par¬ 
tial settlement, arrived at by deducting from 
the gross amount of settlements with sub¬ 
ject subcontractors as approved by the Con¬ 
tracting Officer the second amount to be in¬ 
serted above which is that portion of partial, 
progress, or advance payments liquidated by 
this agreement.) 

Art. 5. Notwithstanding any other pro¬ 
vision of this agreement, the following rights 
and liabilities of the parties under the con¬ 
tract are hereby reserved: 

(Insert here a list of the reserved or ex¬ 
cepted rights and liabilities of the Govern¬ 
ment and the Contractor (see § 18-6.209-2). 
Reference is made to instructions set forth in 
Article 0 of the agreement set forth in S 18- 
8.806-1 and Article 7 of the agreement set 
forth in § 18-8.806-2 and to the reserved or 
excepted rights and liabilities set forth in 
those articles, which may be used as appro¬ 
priately modified to meet the requirements 
of any given settlement hereunder.) 

In Witness Whereof, etc. 

§ 18—8.806—4 Settlement agreement for 
use in settling cost-reimbursement 
type prime contracts after complete 
termination where settlement in¬ 
cludes costs. 

(November 1964) 
This Supplemental Agreement of Settle¬ 
ment, entered into this _ day 

of__ 19_between the United States 

of America (hereinafter called "the Govern¬ 
ment”) represented by the Contracting Offi¬ 
cer executing this contract, and- 

(i) A corporation organized and existing 
under the Laws of the State of- 


(il) A partnership consisting of. 


(ill) An individual doing business as 


(hereinafter called "the Contractor”). 

Witnesseth That: 

Whereas, the Contractor and the Govern¬ 
ment have entered into Contract No. -- 

under date of__ 19— which, 

together with any and all amendments. 


♦ Insert where appropriate. 
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changes, modifications, and supplements 
thereto, is hereinafter referred to as “the 
contract”; and 

Whereas, the Termination clause of the 
contract provides that the performance of 
work under the contract may at the con¬ 
venience of the Government be terminated 
by the Government in whole, or from time 
to time in part, whenever the Contracting 
Officer shall determine that such termination 
is in the best interest of the Government, and 
that the Contractor and Contracting Officer 
may agree upon the whole or any part of the 
amount to be paid to the Contractor by rea¬ 
son of such termination; and 

Whereas, by notice of termination dated 
-the Government advised the Con¬ 
tractor of the complete termination of the 
contract for the convenience of the Govern¬ 
ment; and 

Whereas, as used herein, the following 
terms shall have the meanings hereinafter 
set forth: 

The term “termination inventory” means 
any items of physical property purchased, 
supplied,'manufactured, furnished, or other¬ 
wise acquired for performance of the con¬ 
tract which are properly allocable to the 
terminated portion of the contract, but shall 
not include any facilities, materials, produc¬ 
tion or other equipment, or special tooling, 
which are subject to a separate contract or 
a special contract provision governing the use 
or disposition thereof. Termination Inven¬ 
tory may include Government-furnished 
property and contractor-acquired property 
as defined below. 

(i) Government-furnished property is 
property In the possession of or acquired 
directly by the Government, and delivered or 
otherwise made available to the Contractor. 

(il) Contractor-acquired property is prop¬ 
erty procured or otherwise provided by the 
Contractor for the performance of a contract, 
whether or not the Government has title by 
the terms of the contract, or exercises its 
contractual right to take title. 

The term “subcontract” means any con¬ 
tract as defined In a prime contract, entered 
into by a prime contractor or a subcontractor, 
calling for supplies or services required for 
the performance of any one or more prime 
contracts. 

The term “scrap” means property that has 
no reasonable prospect of being sold except 
for the recovery value of its basic material 
content. 

Now, therefore, the parties hereto do 
mutually agree as follows: 

Article 1. The Contractor certifies that 
all contract termination Inventory (includ¬ 
ing scrap) has been retained or otherwise 
acquired by him, sold to third parties, re¬ 
turned to suppliers, stored for the Govern¬ 
ment, delivered to the Government, or 
otherwise properly accounted for, and all 
proceeds or retention prices thereof, if any, 
have been taken into account in arriving 
at this agreement. 

Art. 2. a. The Contractor certifies that, 
prior to the execution of this agreement, 
each of the Contractor’s immediate subcon¬ 
tractors whose claim is included in the claim 
settled by this agreement has furnished to 
the Contractor a certificate stating (i) that 
all of his subcontract termination inventory 
(including scrap) has been retained or other¬ 
wise acquired by him. sold to third parties, 
returned to suppliers, stored for the Govern¬ 
ment, delivered to the Government, or other¬ 
wise properly accounted for, and all pro¬ 
ceeds or retention prices thereof, If any, 
were taken into account in arriving at the 
settlement of the subcontract or subcon¬ 
tracts and (il) that the subcontractor has 
received from each of the immediate sub¬ 
contractors whose claim was included in 
nls claim a substantially similar certificate. 

t>- The Contractor hereby transfers and 
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conveys to the Government all the right, 
title and Interest, if any, which the Con¬ 
tractor has received, or is entitled to re¬ 
ceive, in and to subcontract termination 
inventory, if any, not otherwise properly 
accounted for, and hereby assigns to the 
Government any and all of his rights re¬ 
lating thereto. 

Art. 3. The Contractor certifies that, 
with respect to all items of termination 
inventory the costs of which were taken into 
account in arriving at the amount of this 
settlement, or in the settlement of any sub¬ 
contract claim included in this settlement: 
(1) all such Items are properly allocable to 
the terminated portion of the contract; (ii) 
such items are not in excess of the reason¬ 
able quantitative requirements of the termi¬ 
nated portion of the contract; (ili) such 
terms do not Include any items reasonably 
usable, without loss to the Contractor, on 
Ills other work; and (iv) the Contractor has 
informed the Contracting Officer of any sub¬ 
stantial change In the status of such items 
between the dates of his termination in¬ 
ventory schedules and the date of this 
agreement. 

Art. 4. In all coses where the Contractor 
has not previously made such payments, the 
Contractor shall, within ten (10) days after 
receipt of the payment provided for here¬ 
under, pay to each of his immediate sub¬ 
contractors (or to their respective assignees) 
the respective amounts to which they are 
entitled, after deducting, if the Contractor 
so elects, any amounts then due and pay¬ 
able to the Contractor by such subcontrac¬ 
tors. 

Art. 5. a. The Contractor has received 

the sum of $-on account of work and 

services performed, or articles delivered, 
under the contract prior to the elective date 
of termination. The Government as part 
of this negotiated settlement hereby con¬ 
firms and acknowledges the right of the 
Contractor, subject to the provisions of 
Article 6 hereof, to retain such sum hereto¬ 
fore paid and agrees that such sum consti¬ 
tutes a portion of the total amount to 
which the Contractor is entitled in complete 
and final settlement of the contract. 

b. In addition, upon execution of this 
agreement the Government agrees to pay to 
the Contractor or his assignee, upon pres¬ 
entation of properly certified invoices or 

vouchers, the sum of $_ (insert net 

amount of settlement), arrived at by de¬ 
ducting from the sum of $_ (Insert 

gross amount of settlement less amount set 
forth in Article 5a above), (1) the amount 

of $- representing all unliquidated 

partial or progress payments previously made 
on account to the Contractor or his assignee 
and all unliquidated advance payments 
(with interest, if any, thereon) and (2) the 
amount of $-representing all appli¬ 

cable property disposal credits (and (3) the 

amount of $- representing all other 

amounts due the Government under this 
contract except as hereinafter provided in 
Article 6).* Said sum, together with all 
other sums heretofore paid, constitutes pay¬ 
ment in full and complete settlement of the 
amount due the Contractor by reason of the 
complete termination of work under the 
contract and of all other claims and liabili¬ 
ties of the Contractor and the Government 
under the contract, except as hereinafter 
provided in Article 6. 

Art. 6. Notwithstanding any other pro¬ 
vision of this agreement the following rights 
and liabilities of the parties under the con¬ 
tract are hereby reserved: 

(The following list of reserved or excepted 
rights and liabilities is Intended to cover 
those which should most frequently be re- 


•To be Inserted where appropriate. 


6T1 

served, and which should in any event be 
scrutinized at the time a settlement agree¬ 
ment is signed (see § 18-8.209-2). The sug¬ 
gested language of the enumerated excepted 
items on the list may be varied in the dis¬ 
cretion of the Contracting Officer to cover 
more accurately the exceptions needed in a 
particular case. Where greater accuracy or 
completeness may be achieved by a reference 
to the number of the contract clause or 
provision covering the matter in question, 
this method of enumerating reserved rights 
and liabilities may be followed. Omit any 
of the following rights which are not appli¬ 
cable and add any additional exceptions or 
reservations required.) 

(1) Claims by the Contractor against the 
Government for items of cost which are the 
subject of General Accounting Office excep¬ 
tions (or other items of cost of the same 
nature), which are excluded from the settle¬ 
ment without prejudice to the rights of 
either party, as follows: (Insert the amounts 
and describe the claims not waived by Con¬ 
tractor.) 

(2) Claims by the Contractor against the 
Government, as to which his right of reim¬ 
bursement is disputed, which are excluded 
without prejudice to the rights of either 
party as follows: (Insert the amounts and 
describe the claims with respect to which 
findings have been made by the Contracting 
.Officer disallowing the item and with respect 
to which the Contractor has taken, or In¬ 
tends to take, timely appeal.) 

(3) Claims by the Contractor against the 
Government which are unknown In amount 
and which involve costs claimed to be reim¬ 
bursable under the contract, as follows: 
(Insert the estimated amounts and describe 
the claims.) 

(4) Claims by the Contractor against the 
Government whose existence is unknowm 
based upon responsibility of the Contractor 
to third parties and which Involve costs 
reimbursable under the contract. 

(5) Claims by the Government against the 
Contractor which are based upon refunds, 
rebates, credits, or other accounts not now 
known to the Government, together with 
interest thereon, now due or which may 
become due the Contractor from third parties 
to the extent that such amounts arise out 
of transactions for which reimbursement has 
been made to the Contractor under the con¬ 
tract. Any such amounts which may here¬ 
after become due to the Contractor from any 
third party or other source shall be paid to 
the Government within 30 days after re¬ 
ceipt by the Contractor. Interest at 6 per¬ 
cent per annum shall accrue and shall be 
paid to the Government on any such ac¬ 
counts as remain unpaid after the 30-day 
period. 

(8) All rights and liabilities, if any, of the 
parties under the Renegotiation Act of 19__. 
(Insert reference to applicable Renegotiation 
Act.) 

(7) All rights and liabilities of the parties 
arising under the contract articles. If any, 
or otherwise which relate to reproduction 
rights, patent infringements. Inventions, 
applications for patent and patents, includ¬ 
ing rights to assignments, invention reports 
and licenses, covenants of indemnity against 
patent risks and bonds for patent indemnity 
obligations, together with all rights and 
liabilities under any such bond. 

(8) All rights of the Government to take 
the benefit of any adjustments of royalties 
under the Royalty Adjustment Act of 1942 
(35 U.S.C. 89-96) and to take the benefit of 
agreements reducing or otherwise affecting 
royalties paid or payable in connection with 
the performance of the contract. 

(9) All rights and liabilities of the parties 
under the contract relating to options (ex¬ 
cept options to continue or increase the work 
under the contract), covenants not to com¬ 
pete, covenants of indemnity. 
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(10) All rights and liabilities of the parties 
under agreements with respect to the fu¬ 
ture care and disposition by the Contractor 
of Government-owned property remaining in 
his custody. 

(11) All rights and liabilities of the par¬ 
ties under the contract with respect to any 
contract termination inventory stored for the 
Government pursuant to Article 1 hereof. 

(12) All rights and liabilities of the parties 
under the contract with respect to any and 
all Government property, furnished to or ac¬ 
quired by the Contractor for the perform¬ 
ance of this contract. 

(13) All rights and liabilities of the par¬ 
ties arising under the contract, or otherwise, 
concerning defects in, or guarantees or war¬ 
ranties relating to, any articles or component 
parts furnished to the Government by the 
Contractor pursuant to the contract or this 
agreement. 

(14) All rights and liabilities, if any, of 
the parties under those clauses Inserted in 
the contract because of the requirements of 
Acts of Congress and Executive Orders, in¬ 
cluding, without limitation, any applicable 
clauses relating to the following topics: labor 
law, contingent fees, domestic articles, em¬ 
ployment of aliens, "officials not to benefit." 
(If the contract contains clauses of this char¬ 
acter inserted for reasons other than re¬ 
quirements of Acts of Congress or Executive 
Orders, the suggested language should be ap¬ 
propriately modified.) 

In Witness Whereof, etc. 

§ 18-8.806-5 Settlement agreement for 
use in settling cost-reimbursement 
type prime contracts after complete 
termination where settlement is lim¬ 
ited to fee. 

November 1964. 

This Supplemental Agreement of Settle¬ 
ment entered into this --day of-- 

19__ between the United States of America 

(hereinafter called "the Government M ) repre¬ 
sented by the Contracting Officer executing 
this contract, and- 

(i) A corporation organized and existing 

under the laws of the State of-; 

(ii) A partnership consisting of-; 

(ill) An individual doing business as-; 

(hereinafter called "the Contractor”). 

Witnesseth That: 

Whereas, the Contractor and the Govern¬ 
ment have entered into Contract No.- 

under date of-- 19__, which, to¬ 

gether with any and all amendments, 
changes, modifications, and supplements 
thereto, is hereinafter referred to as "the 
contract”; and 

Whereas, the Termination clause of the 
contract provides that the performance of 
work under the contract may at the con¬ 
venience of the Government be terminated 
by the Government in whole, or from time to 
time in part, whenever the Contracting Offi¬ 
cer shall determine that such termination 
is in the best interest of the Government, 
and that the Contractor and Contracting 
Officer may agree upon the whole or any 
part of the amount to be paid to the Con¬ 
tractor by reason of such termination; and 

Whereas, by notice of termination dated 
_the Government advised the Con¬ 
tractor of the complete termination of the 
contract for the convenience of the Govern¬ 
ment; and 

Whereas, settlement of said terminated 
contract has been limited to adjustment of 
the fee. 

Now. therefore, the parties hereto do mu¬ 
tually agree as follows: 

Article 1. a. The Contractor has received 

the sum of $_on account of his fee 

under the contract prior to the effective date 
of termination. 

b. In addition, upon execution of this 
agreement, the Government agrees to pay 


to the Contractor or his assignee, upon pres¬ 
entation of properly certified invoices or 

vouchers, the sum of $- (insert net 

amount to be paid on account of fee). Said 
sum, together with all other sums hereto¬ 
fore paid on account of fee, constitutes pay¬ 
ment in full and complete settlement of the 
amount due the Contractor on account of his 
fee under the contract. 

Art. 2. The Contractor’s allowable costs 
under the contract will continue to be re¬ 
imbursed on Standard Form 1034 cost vouch¬ 
ers in accordance with the applicable provi¬ 
sions of the contract and of Part 8 of the 
NASA Procurement Regulation. 

Art. 3. Notwithstanding any other provi¬ 
sion of this agreement the following rights 
and liabilities of the parties under the con¬ 
tract are hereby reserved: 

(The following list of reserved or excepted 
rights and liabilities is intended to cover 
those which should most frequently be re¬ 
served, and which should in any event be 
scrutinized at the time a settlement agree¬ 
ment is signed (see 5 18-8.208-2). The sug¬ 
gested language of the enumerated excepted 
items on the list may be varied in the dis¬ 
cretion of the Contracting Officer to cover 
more accurately the exceptions needed in a 
particular case. Where greater accuracy or 
completeness may be achieved by a refer¬ 
ence to the number of the contract clause 
or provision covering the matter in question, 
this method of enumerating reserved rights 
and liabilities may be followed. Omit any of 
the following which are not applicable and 
add any additional exceptions or reservations 
required.) 

(1) All rights and liabilities, if any, of the 
parties under the Renegotiation Act of 19_. 

[ insert reference to applicable Renegotiation 
Act J. 

(2) All rights and liabilities of the parties 
arising under the contract articles, if any, or 
otherwise which relate to reproduction 
rights, patent infringement, inventions, ap¬ 
plications for patent and patents, including 
rights to assignments, invention reports and 
licenses, covenants of indemnity against 
patent risks and bonds for patent indemnity 
obligations, together with all rights and 
liabilities under any such bond. 

(3) Ail rights of the Government to take 
the benefit of any adjustments of royalties 
under the Royalty Adjustment Act of 1942 
(35 U.S.C. 89-96) and to take the benefit of 
agreements reducing or otherwise affecting 
royalties paid or payable in connection with 
performance of the contract. 

(4) All rights and liabilities of the parties 
under the contract relating to options (ex¬ 
cept options to continue or increase the work 
under the contract), covenants not to com¬ 
pete, covenants of indemnity. 

(5) All rights and liabilities of the parties 
under agreements with respect to the future 
care and disposition by the Contractor of 
Government-owned property remaining in 
his custody. 

(6) All rights and liabilities of the parties 
under the contract with respect to any and 
all Government property, furnished to or 
acquired by the Contractor for the perform¬ 
ance of this contract. 

(7) All rights and liabilities of the parties 
arising under the contract, or otherwise, 
concerning defects in, or guarantees or war¬ 
ranties relating to, any articles or component 
parts furnished to the Government by the 
Contractor pursuant to the contract or this 
agreement. 

(8) All rights and liabilities, if any, of the 
parties under those clauses inserted in the 
contract because of the requirements of Acts 
of Congress and Executive Orders, Including, 
without limitation, any applicable clauses 
relating to the following topics: labor law, 
contingent fees, domestic articles, employ¬ 
ment of aliens, "officials not to benefit.** (If 


the contract contains clauses of this charac¬ 
ter inserted for reasons other than require¬ 
ments of Acts of Congress or Executive Or¬ 
ders, the suggested language should be ap¬ 
propriately modified.) 

In Witness Whereof, etc. 

§ 18-8.806-6 No cost settlement agree¬ 
ment—partial termination. 

November 1964. 

This Supplemental Agreement of Settle¬ 
ment, entered into this - day of 

__ 19__, between the United States 

of America (hereinafter called "the Govern¬ 
ment”), represented by the Contracting Of¬ 
ficer executing this contract, and- 

(i) A corporation organized and existing 

under the laws of the State of-; 

(ii) A partnership consisting of-; 

(iii) An individual doing business as 
_; (here¬ 
inafter called "the Contractor”). 

Witnesseth That: 

Whereas, the Contractor and the Govern¬ 
ment have entered into Contract No.- 

under date of__ 19__ which, to¬ 

gether with any and all amendments, 
changes, modifications, and supplements 
thereto, is hereinafter referred to as "the 
contract”; and 

Whereas, the contract provides that the 
performance of work thereunder may at the 
convenience or option of the Government be 
terminated by the Government in whole or 
from time to time, in part, whenever any 
such termination is determined to be for the 
best interest of the Government, and that 
the Contractor and Contracting Officer may 
agree upon the whole or any part of the 
amount or amounts to be paid to the Con¬ 
tractor by reason of such termination; and 

Whereas, by the Notice of Termination 
dated__ 19 —, the Government ad¬ 

vised the Contractor of the partial termina¬ 
tion of the contract for the convenience or at 
the option of the Government as of the date 
and to the extent provided in such Notice, 
to which reference is hereby made as to the 
part terminated, and said part is herein¬ 
after referred to as "the terminated portion 
of the contract”; and 

Whereas, the Contractor is willing to waive 
unconditionally any claim against the Gov¬ 
ernment by reason of such termination. 

Now, therefore, the parties hereto agree as 
follows: 

Article 1. The terminated portion of the 
contract is designated as follows: (Specify 
the terminated portion clearly as to items 
Including (i) item numbers, (11) descrip¬ 
tions. (ill) quantity terminated, (iv) unit 
price of items, (v) total price of terminated 
items, and (vi) any other explanation neces¬ 
sary to avoid uncertainty or misunder¬ 
standing.) 

Art. 2. The Contractor hereby uncondi¬ 
tionally waives any claim against the Gov¬ 
ernment arising under the terminated por¬ 
tion of the contract or by reason of its termi¬ 
nation including, without limitation, all 
obligation of the Government to make fur¬ 
ther payments or to carry out other under¬ 
takings in connection with said terminated 
portion, and the Government acknowledges 
that the Contractor has no obligation to 
perform further work or services or to make 
further deliveries of articles or materials 
under the terminated portion of the con¬ 
tract: Provided, however , That nothing 
herein contained shall impair or affect in 
any way any other covenants, terms or condi¬ 
tions of the contract: And provided further, 
That with respect to the terminated portion 
of the contract, the following rights and lia¬ 
bilities of the parties are reserved: 

(List reserved or excepted rights and lia¬ 
bilities; see § 18-8.209-2 and Article 7 of the 
agreement set forth In $ 18-8.808-2.) 

In Witness Whereof, etc. 
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§ 18—8.806—7 No cost settlement agree¬ 
ment—complete termination. 

(November 1964) 

This Supplemental Agreement of Settle¬ 
ment, entered Into this_day of 

-, 19—, between the United States 

of America (hereinafter called “the Govern- 
ment ,, >, represented by the Contracting Of¬ 
ficer executing this contract, and_ 

(I) A corporation organized and existing 

under the Laws of the State of_; 

(II) A partnership consisting of_; 

(Hi) An individual doing business as 


(hereinafter called “the Contractor”). 

Wltnesseth that: 

Whereas, the Contractor and the Govern¬ 
ment have entered into Contract No._ 

under date of__ 19__ 

which, together with any and all amend¬ 
ments. changes, modifications, and supple¬ 
ments thereto. Is hereinafter referred to as 
“the contract": and 

Whereas, the contract provides that the 
performance of work thereunder may at the 
convenience or option of the Government be 
terminated by the Government in whole, or 
from time to time in part, whenever any such 
termination is determined to be for the best 
interest of the Government, and that the 
Contractor and Contracting Officer may agree 
upon the whole or any part of the amount 
or amounts to be paid to the Contractor by 
reason of such termination; and 

Whereas, by the Notice of Termination 
dated-- 19—, the Government ad¬ 

vised the Contractor of the termination of 
the contract for the convenience or at the 
option of the Government; and 

Whereas, the Contractor is willing to waive 
unconditionally any claim against the Gov¬ 
ernment by reason of such termination; 

Now, therefore, the parties hereto agree as 
follows: 

Article 1. The Contractor hereby uncon¬ 
ditionally waives any claim against the Gov¬ 
ernment by reason of the termination of the 
contract and, except as set forth below, re¬ 
leases It from any and all obligations arising 
under the contract or by reason of Its termi¬ 
nation. and the Government agrees that all 
obligations arising under the contract or by 
reason of its termination, shall be deemed to 
be concluded; except as follows: 

(List reserved or excepted rights and lia¬ 
bilities; see § 16-8.209-2 and Article 6 of the 
agreement set forth in § 18-6.06-1.) 

§ 18-5.807 DD Form 1114—Instruc¬ 
tions for use of contract termination 
settlement and inventory schedule 
forms. * 

Section 18-9.101 revised in its entirety. 

§ 18-9.101 Property rights in inventions 
made in the performance of work 
under NASA contracts. 

§ 18-9.101-1 General. 

(a) Except for any invention made in 
the performance of any work under any 
contract with NASA, it is the policy of 
NASA to pay reasonable compensation 
tor the acquisition of rights in any in¬ 
vention covered by a valid patent issuing 
thereon and enforceable against the 
Government. Such rights in “back¬ 
ground” patents will not be acquired in 
contracts for supplies and services ex¬ 
cept by specific negotiation for such 
nghts, unless the patents and the rights 
thereunder are listed and priced as a 
Contract item. Questions of va¬ 
lidity, enforceability and infringement of 
Patents will be determined by the Office 
of the General Counsel. NASA Headquar- 


(b) It is also the policy of NASA to re¬ 
fer to the NASA Inventions and Con¬ 
tributions Board for consideration for an 
award each invention made by an em¬ 
ployee of a NASA contractor or subcon¬ 
tractor to which NASA has acquired title 
and with respect to which an applica¬ 
tion for patent by NASA has been filed. 
In addition, the Administrator upon his 
own initiative, may make monetary 
award on any such invention in such 
amount and upon such terms as he shall 
determine to be warranted. 

(c) It is the policy of NASA to require 
reports of innovations and inventions 
which are made in the performance of 
work done under NASA contracts in or¬ 
der to protect the Government’s interest 
therein and to provide for the widest 
practicable and appropriate dissemina¬ 
tion thereof to the scientific and indus¬ 
trial communities. 

§ 18—9.101—2 Use of new technology 
clause. 

Except as provided in § 18-9.101-5, the 
New Technology clause set forth in 
§ 18-9.101-4 shall be included in every 
contract made by or on behalf of NASA, 
and in every modification of such a con¬ 
tract, where the performance of re¬ 
search, experimental, design, engineer¬ 
ing or developmental work is contem¬ 
plated. When a contract in existence on 
September 28. 1964 is modified by in¬ 
serting the clause set forth in § 18- 
9.101-4. see the instructions contained 
in § 18-9.101-8. In the case of contracts 
using basic agreements, see § 18-3.452. 
As illustrative, but without limitation, 
contracts for the following purposes are 
considered to contemplate work of the 
type described above: 

(a) Conduct of basic or applied re¬ 
search; 

(b) Design, or development, or manu¬ 
facture for the first time of any machine, 
article of manufacture, or composition 
of matter to satisfy NASA’s specifications 
or special requirements; 

(c) Development of any process or 
technique for attaining a NASA objec¬ 
tive not readily attainable through the 
practice of a previously developed process 
or technique; or 

(d) Testing or experimenting with a 
machine, process, or technique to deter¬ 
mine whether the same is suitable or 
could be made suitable for a NASA 
objective. 

Architect-Engineer contracts and con¬ 
struction contracts which require only 
“state of the art” or “brick and mortar” 
construction need not include the clause 
in § 18-9.101-4. 

§ 18—9.101—3 Special instructions for 
waived inventions. 

(a) The New Technology clause set 
forth in § 18-9.101-4 contains a Section 
IV pertaining to “Waived Inventions.” 
When the conditions set forth in this 
§ 18-9.101-3 are met, Section IV will be 
made operative to implement the waiver 
of title tc inventions made in the per¬ 
formance of certain contracts and sub¬ 
contracts made by the Administrator 
and published in the NASA Patent 
Waiver Regulations (14 CFR 1245.104; 
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NASA Management Instruction 5109.2>. 
Section IV, although an integral part of 
the New Technology clause, is not ap¬ 
plicable to a prime contract or subcon¬ 
tract containing the clause unless there 
is included in the Schedule of the con¬ 
tract or subcontract the following state¬ 
ment: 

The Contracting Officer has made the find¬ 
ings required for Section IV of the New 
Technology clause to be applicable to this 
contract. (September 1964) 

(b) The contracting officer shall not 
include the statement set forth in this 
section (a) in any contract, or approve 
its inclusion in any subcontract, unless 
at the time of or prior to the execution of 
the contract or subcontract, he shall 
have made in writing each of the six 
findings set forth below with respect to 
the contract or subcontract concerned. 
As used in this paragraph (b), the term 
“contract” includes “subcontract of any 
tier.” 

(1) It is not a principal purpose of 
the contract to create, develop or im¬ 
prove products, processes, or methods 
which are intended for commercial use 
(or which are otherwise intended to be 
made available for use) by the general 
public at home or abroad, or which will 
be required for such use by Governmental 
regulations. 

(2) It is not a principal purpose of the 
contract to explore into fields which di¬ 
rectly concern the public health or pub¬ 
lic welfare. 

(3) The contract is not in a field of 
science or technology in which there has 
been little significant experience outside 
of work funded by the Government, or 
where the Government has been the 
principal developer of the field, with 
respect to which the acquisition of ex¬ 
clusive rights at the time of contracting 
might confer on the contractor a pre¬ 
ferred or dominant position. 

(4) The contract is not for services of 
the contractor for (i) the operation of 
a Government-owned research or pro¬ 
duction facility; or (ii) coordinating and 
directing the work of others. 

(5) The purpose of the contract is to 
build upon existing knowledge or tech¬ 
nology to develop information, products, 
processes, or methods for use by the 
Government. 

(6) The work called for by the con¬ 
tract is in a field of technology in which 
the contractor has acquired technical 
competence (demonstrated by factors 
such as know-how, experience, and 
patent position) directly related to an 
area in which the contractor has an 
established nongovernmental commer¬ 
cial position. 

(c) These special instructions for 
waived inventions are designed to afford 
an opportunity to settle questions of 
rights in inventions at the time of con¬ 
tracting, in cases where the facts are 
readily determinable. However, the 
matter is not to be the subject of negotia¬ 
tion. The contracting officer shall con¬ 
sider and evaluate the facts readily avail¬ 
able to him, including any facts sub¬ 
mitted by the contractor or subcontractor 
who is awarding the subcontract con¬ 
cerned, if any. in order to determine 
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whether the findings set forth in (b) 
above can be made. He is not, however, 
obliged to conduct independent investi¬ 
gations where to do so would unduly 
delay negotiation or execution of the 
contract or subcontract. However, he 
should avail himself of patent, techni¬ 
cal, or other counsel, as necessary, to 
assist him in evaluating the facts and 
making the findings required by (b) 
above. Where the necessary informa¬ 
tion is not readily available, the con¬ 
tracting officer may simply decide not 
to consider the matter further. Such a 
decision, or a finding differing from 
those set forth in paragraph (b), may 
be made a part of the prime contract 
file. If after considering a request for 
the statement making Section IV of the 
clause applicable, and getting patent 
counsel and technical advice and recom¬ 
mendations, the contracting officer does 
not make the findings that Section IV 
should be applicable, a copy of the per¬ 
tinent documents shall be forwarded to 
the NASA Inventions and Contributions 
Board showing to what contract or sub¬ 
contact they apply. When it is a po¬ 
tential subcontractor who seeks to have 
Section IV made applicable, and he has 
applied directly to the contracting officer 
instead of through the contract tiers (as 
he is entitled to), the contracting officer 
should obtain such information as he 
may need from the prime (or higher-tier 
sub, if there is an intervening sub), e.g., 
likelihood of award and statement of 
work, prior to obtaining patent and 
technical advice. In cases where the 
finding set forth in paragraph (b) is not 
made, the contractor or subcontractor 
may, within 60 days after the date of 
execution of the contract, or subcon¬ 
tract concerned, petition for waiver of 
title as provided in the NASA Patent 
Waiver Regulations (14 CFR section 
1245.104). 

(d) If the contracting officer makes 
the findings specified in paragraph (b) 
above with respect to the prime con¬ 
tract or any subcontract of any tier, he 
shall: 

(1) Make such findings a part of the 
prime contract file; 

(2) Furnish a copy to the contractor 
and subcontractor, if any, concerned; 

(3) Furnish a copy to the patent rep¬ 
resentative appointed pursuant to § 18- 
9.150; 

(4) Include the statement set forth in 
paragraph (a) above in the Schedule of 
the contract, or in the case of subcon¬ 
tracts of any tier, require the contractor 
to include the statement in any sub¬ 
contract with respect to which the con¬ 
tracting officer has made such findings; 
and 

(5) Furnish a copy of the findings to¬ 
gether with a copy of the statement of 
work of the contract or subcontract con¬ 
cerned to the NASA Inventions and Con¬ 
tributions Board, NASA Headquarters. 

(e) When the New Technology (Sep¬ 
tember 1964) clause is to be applicable 
to the procurement, the following pro¬ 
vision will be included in the Request 
for Proposal unless it has been deter¬ 
mined that Section IV of such clause is 


not to be applicable to the procurement, 
in which case the Request for Proposal 
should so state: 

Waived Inventions (September 1964) 

If you intend to request that Section IV 
of the New Technology clause be made ap¬ 
plicable to this contract, you must present 
with your proposal full and complete factual 
evidence in substantiation of a finding of 
the following facts: 

(Note to Contracting Officer—here repro¬ 
duce PR 9.101-3(b) (1) through 9.101-3(b) 
(6), prefacing each such paragraph with the 
word “That". | 

In accordance with NASA PR 9.101-3(c). 
the Contracting Officer wUl consider and 
evaluate the evidence submitted in order to 
determine whether the finding set forth 
above can be made. However, the Contract¬ 
ing Officer is not obligated to conduct Inde¬ 
pendent Investigations and where the nec¬ 
essary Information is not submitted, may 
simply decline to consider the matter further. 

(f) It will be noted from Section IV 
of the New Technology clause and from 
the NASA Patent Waiver Regulations 
that although the title to inventions may 
have been waived to a contractor or 
subcontractor, such waiver is subject to 
a number of conditions, reservations, 
and obligations on the part of the con¬ 
tractor or subcontractor concerned. 

§ 18-9.101—4 New technology clause. 

New technology (September 1964 ) 

(This clause comprises five sections: I— 
Definitions, H—Reporting and Subcontracts, 
III—Rights, IV—Waived Inventions, and V— 
Withholding; and the clause paragraphs are 
lettered consecutively throughout the 
sections.) 

/—Definitions 

(a) As used in this clause, the following 
terms shall have the meanings set forth 
below: 

(i) “Reportable item” means any inven¬ 
tion, discovery, improvement, or innovation, 
whether or not the same is susceptible of 
protection under the U.S. patent laws, which 
is made in the performance of work under 
this contract or in the performance of any 
work done upon an understanding in writ¬ 
ing that this contract would be awarded, or 
made in the performance of any work which 
is reimbursable under the clause, if any, in 
this contract providing for reimbursement 
of costs incurred prior to the date of this 
contract; 

(11) “Made" means conceived or first ac¬ 
tually reduced to practice, and “making" 
means conceiving or first actually reducing 
to practice; 

(ill) “Invention" means any reportable 
item which falls within a statutory class of 
patentable subject matter (35 U.8.C. 101 and 
171); 

(iv) “Person" means any individual, part¬ 
nership, group, corporation, association, 
institution, or other entity; 

(v) When this clause is Included in any 
subcontract, “Contractor" means subcon¬ 
tractor and “contract" means subcontract; 
and 

(vi) “Administrator" means the Adminis¬ 
trator of NASA or his duly authorized 
representative. 

11—Reporting and Subcontracts 

(b) The Contractor shall furnish to the 
Contracting Officer a written report concern¬ 
ing each reportable item promptly upon the 
making thereof. Such report shall include 
such technical detail as is necessary to iden¬ 
tify and to describe fully the nature, pur¬ 
pose, operation and physical (electrical. 


chemical, etc.) characteristics of the report- 
able item. 

(c) In addition to the reports required in 
paragraph (b) above, the Contractor shall 
conduct frequent periodic reviews of the 
work performed by the Contractor to assure 
that all reportable items have been reported 
to the Contracting Officer. Within 1 month 
following each annual anniversary date of 
this contract, until completion of the con¬ 
tract work, and within 1 month following 
completion of the contract work, the Con¬ 
tractor shall furnish to the Contracting Of¬ 
ficer a written summary of the review activi¬ 
ties performed. Including a report as required 
by paragraph (b) above for each reportable 
item not previously reported, or certifying 
that there are no reportable items. 

(d) (1) The Contractor shall Include Sec¬ 
tions I through IV (paragraph (a) through 
(p)) of this clause in each subcontract he 
awards under this contract where the per¬ 
formance of research, experimental, design, 
engineering, or developmental work is con¬ 
templated and shall set forth in each sub¬ 
contract the identification of the prime con¬ 
tract and the identification and mailing ad¬ 
dress of the Contracting Officer. 

(2) As to each subcontract of any tier 
for which the Contracting Officer makes the 
findings referred to in paragraph (k) of this 
clause, the Contractor shall include in the 
Schedule or elsewhere in such subcontract; 
the statement set forth in said paragraph (k) 

(3) In the event of refusal by a subcon¬ 
tractor to accept any of the provisions of 
this clause other than paragraph (q), the 
Contractor shall promptly notify the Con¬ 
tracting Officer of such refusal and shall not 
execute the subcontract in question until 
provisions have been approved in writing by 
the Contracting Officer for inclusion in said 
subcontract. 

(4) The Contractor shall furnish promptly 
to the Contracting Officer a statement listing 
each subcontract he awards under this con¬ 
tract of over fifty thousand dollars ($ 60,0001 
of the type described in paragraph (d)(1) 
above, stating the name and address of the 
subcontractor, describing the work to be 
performed, stating the estimated cost, and 
giving the estimated completion date of the 
subcontract. Within 1 month following each 
annual anniversary date of this contract, 
until completion of the contract work, 
and within 1 month following completion of 
the contract work, the Contractor shall fur¬ 
nish to the Contracting Officer a written 
report listing each such subcontract not 
previously reported or certifying that no such 
subcontracts were awarded during the re¬ 
porting period. 

(e) With respect to each subcontract 
awarded by the Contractor of over fifty 
thousand dollars ($50,000) of the type de¬ 
scribed in (d) (1) above, the Contractor shall 
within 1 month following completion of the 
work under such subcontract: 

(1) Obtain from an official having author¬ 
ity to execute such subcontract on behalf 
of the subcontractor a letter certifying com¬ 
pliance by the subcontractor with the para¬ 
graphs of this “New Technology" clause in¬ 
cluded in such subcontract; and 

(il) Submit a copy of such letter directly 
to the Contracting Officer upon receipt from 
the subcontractor. 

Ill—Rights 

(f) (1) An invention reported under this 
clause shall be presumed to have been made 
in the manner specified in paragraphs (1» 
or (2) of Section 305(a) of the National 
Aeronautics and Space Act of 1958 (42 V.S.C- 
2457(a) (1958)) (hereinafter called ,,tbe 
Act") , 

(2) The presumption of paragraph (f)(U 
above shall be conclusive unless the Con¬ 
tractor at the time of reporting the Inven- 
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tlon submits to the Contracting Officer a 
written statement, containing supporting de¬ 
tails, demonstrating that the invention was 
not made in the manner specified in para¬ 
graphs (1) or (2) of Section 305(a) of the 
Act. 

(3) Regardless of whether the Contracting 
Officer has considered the matter, if the 
Schedule of this contract does not Include 
the statement set forth in paragraph (k) 
below, the Contractor may, within 60 days 
from the date of execution of this contract, 
petition the Administrator for waiver of title 
to inventions, pursuant to 14 CFR section 
1245.105. or, after reporting an invention, 
may petition for waiver of title to that In¬ 
vention, pursuant to 14 CFR section 1245.106. 

(g) Regardless of whether title to a given 
invention would otherwise be subject to a 
waiver or is the subject of a petition for 
waiver, the Contractor may nevertheless file 
the statement described in paragraph (f)(2) 
above. The Administrator will review the 
information furnished by the Contractor In 
any such statement and any other available 
information relating to the circumstances 
surrounding the making of the Invention and 
will notify the Contractor whether the Ad¬ 
ministrator has determined that the inven¬ 
tion was made in the manner specified in 
paragraphs (1) or (2) of Section 305(a) of 
the Act. 

(h) With respect to each Invention which 
becomes the exclusive property of the United 
States, the Contractor shall: 

(I) Inform the Contracting Officer at the 
earliest practicable date of any public use 
or sale by the Contractor of the invention or 
of any publication by the Contractor describ¬ 
ing the invention; and 

(ii) Furnish, upon written request by the 
Contracting Officer, such full and complete 
technical and other information available to 
the Contractor as is ncessary for the prepara¬ 
tion of a patent application and for prosecu¬ 
tion of such patent application, and, in 
addition, shall execute or endeavor to secure 
execution of all lawful documents and in¬ 
struments determined by the Administrator 
to be necessary for the preparation and pros¬ 
ecution of applications for Letters Patent 
covering the invention. 

(i) Regardless of any other disposition of 
rights in the Invention, in the case of each 
reported Invention which is determined to 
have been made in the manner specified in 
paragraphs (1) or (2) of Section 305(a) of 
the Act. 14 CFR section 1245.112 provides 
that the Contractor is granted a nonexclu¬ 
sive. irrevocable, royalty-free license to prac¬ 
tice such Invention together with the right to 
grant sublicenses of the same scope to the 
extent the Contractor was legally obligated to 
do so at the time the contract was awarded. 
Such license and right will be nontransfer- 
able except to a successor of that part of the 
Contractor's business to which the invention 
pertains. 

(J) (1) The Government may duplicate, 
use and disclose in any manner and for any 
purpose whatsoever, and have others do so. 
all reports furnished pursuant to paragraphs 
(b), (c), and (h) (2) of this clause. 

(2) Nothing contained in this “New Tech¬ 
nology" clause shall be deemed to grant any 
license under any invention as to which 
rights of the Government are not expressly 
obtained pursuant to the Act, as imple¬ 
mented by this clause. 

IV—Waived Inventions 

(k) This Section IV (paragraphs (k) 
through (p)) of this clause shall be appli¬ 
cable to this contract only if the Contracting 
Offlocr has made the findings set forth in 14 
CFR section 1245.104 of the NASA Patent 
waiver Regulations, which are also set forth 
m Paragraph 9.101-3(b) of the NASA Pro¬ 


curement Regulation, and if there is included 
in the Schedule of this contract the following 
statement: 

“The Contracting Officer has made the 
findings required for Section IV of the New 
Technology clause to be applicable to this 
contract." 

(l) When this Section is applicable to the 
contract, as provided in paragraph (k) above, 
the title to any invention made In the per¬ 
formance of this contract Is subject to the 
waiver granted by the Administrator in 14 
CFR section 1245.104, subject to the condi¬ 
tions, reservations and obligations contained 
in paragraphs (m). (n) and (o) below. 

(m) With respect to any particular inven¬ 
tion, the waiver referred to in paragraph (1) 
above Is subject to the following conditions: 

(1) That the Contractor report the inven¬ 
tion during the term of this contract; 

(2) That the invention Is determined to 
have been made in the manner specified in 
paragraphs (1) or (2) of Section 305(a) of 
the National Aeronautics and Space Act of 
1958 (42 U.S.C. 2457(a)) in the performance 
of work under this contract; and 

(3) That the invention is designated at 
the time of reporting as being an invention 
upon which the Contractor intends to file 
or has filed aU5. patent application. 

(n) With respect to any particular inven¬ 
tion, the waiver referred to in paragraph (1) 
above is subject to the following reserva¬ 
tions : 

(1) The reservation of an irrevocable, non¬ 
exclusive, non transferable, royalty-free li¬ 
cense for the practice of the Invention 
throughout the world by or on behalf of the 
United States or any agency thereof, state, 
or domestic municipal government, or ahy 
foreign government pursuant to any existing 
or future treaty or agreement with the 
United States; 

(2) The reservation by the Administrator 
of the right to require the granting of a 
license to any applicant on a nonexclusive, 
royalty-free basis unless the Contractor, his 
licensee, or his assignee has taken effective 
steps within 3 years after a patent issues on 
the invention to manufacture the invention 
in the case of a composition or product, to 
practice the invention in the case of a proc¬ 
ess, or to operate the invention in the case 
of a machine, and under such conditions as 
to establish that the Invention is being 
worked and that its benefits are reasonably 
accessible to the public, or has made the 
invention available for licensing royalty-free 
or on terms that are reasonable in the cir¬ 
cumstances, or the Contractor shows cause 
why he should retain the full benefits of 
waiver for a further period of time; and 

(3) The reservation by the Administrator 
of the right to require the granting of a 
license to any applicant royalty-free or on 
terms that are reasonable in the circum¬ 
stances for such practice of the invention as 
may be appropriate to satisfy the require¬ 
ments which may be made by governmental 
regulations for public use of the invention 
or as may be necessary to fulfill health needs! 
or for other public purposes, if any, stipu¬ 
lated In the Schedule of this contract. 

(o) With respect to any particular inven¬ 
tion. the waiver referred to in paragraph (1) 
above is voidable at the option of the Ad¬ 
ministrator unless the contractor shall: 

(1) File within 8 months from the date of 
reporting of such an invention, an applica¬ 
tion for United States Letters Patent disclos¬ 
ing and claiming the invention, and Include 
within the first paragraph of the specification 
of such application and any patent issuing 
thereon the following statement: 

"The Invention described herein was made 
in the performance of work under a NASA 
contract and is subject to the provisions of 
Section 305 of the National Aeronautics and 


Space Act of 1958. Public Law 85-668 (72 
Stat. 435; 42 U.S.C. 2457) 

(2) Furnish to the Administrator a copy of 
each patent application, domestic or foreign, 
filed thereon, together with identifying serial 
number and filing date promptly upon re¬ 
ceipt thereof; 

(3) Execute and furnish to the Adminis¬ 
trator instruments fully confirmatory of the 
rights herein reserved by the Government; 

(4) In the event the Contractor elects not 
to continue prosecution of any application 
filed thereon, notify the Administrator 
within sufficient time to allow assumption 
of prosecution by the Government, and de¬ 
liver to the Administrator such duly executed 
instruments as are necessary to vest In the 
Administrator title thereto, including an in¬ 
strument of assignment to such application, 

(6) Convey to the U.S. Government, on 
written request, the Contractor’s entire right, 
title and interest in any foreign country in 
which the Contractor has not filed an appli¬ 
cation on said invention within: 

(i) Nine months from the date a corre¬ 
sponding U.S. application is filed; 

(ii) Six months from the date permission 
is granted to file foreign applications when* 
such filing has been prohibited for security 
reasons; or 

(ill) Such longer periods as may be ex¬ 
pressly approved by the Administrator. 

(6) Grant any license which the Admin¬ 
istrator may require to be granted pursuant 
to paragraph (n) (2) or (3) above. 

(7) Report, upon written request not more 
often than annually, the commercial use that 
is being made or is intended to be made of 
the Invention. 

(p) Before either of the rights set forth 
in paragraph (n) (2) or (3) above are exer¬ 
cised, notice shall be given to the Contractor 
that ho may show cause before the Inven¬ 
tions and Contributions Board of NASA why 
he should not be required to grant such a 
license. 

V—Withholding 

(q) (1) Except as provided in subpara¬ 
graphs (3) and (4) below, if the Contractor 
fails to comply with the provisions of this 
clause after receipt of a written decision of 
the Contracting Officer, pointing out wherein 
the Contractor has failed to comply and set¬ 
ting a time limit for compliance, there shall 
be withheld for payment, unless such fail¬ 
ure has been corrected within the time limit 
set, either five percent (5%) of the amount of 
this contract as from time to time amended, 
or fifty thousand dollars ($&),000), which¬ 
ever is less. 

(2) Without regard to whether a written 
decision as described in subparagraph (l) 
above has been issued, after payment of 
eighty-five percent (85%) of the amount of 
this contract, as from time to time amended, 
payment shall be withheld until a reserve 
of either five (5%) of such amount, or fifty 
thousand dollars (50,000), whichever is less, 
shall have been set aside, such reserve or 
balance to be retained until the Contractor 
shall have complied with the provisions of 
this clause, as well as with such written de¬ 
cision or decisions as may have been issued 
pursuant to subparagraph (1) above and not 
withdrawn or successfully challenged on ap¬ 
peal pursuant to the "Disputes" clause. 

(3) The maximum amount which may be 
withheld under this paragraph (q) shall not 
exceed five percent (5%) of the amount of 
this contract or fifty thousand dollars 
($50,000), whichever is less. If this contract 
is a no fee contract with a contractor other 
than an educational institution, the amount 
which may be withheld shall not exceed 
one percent (1 %) of the amount of the con¬ 
tract or fifty thousand dollars ($60,000), 
whichever is less. No amount shall be wlth- 
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held pursuant to this Section V so long as 
an equivalent amount Is being withheld 
under other provisions of this contract. 

(4) The withholding provisions of sub- 
paragraphs (1) through (3) of this paragraph 
(q) do not apply to the provisions of para¬ 
graph (e) or Section IV of this clause, or to 
no fee contracts with an educational insti¬ 
tution. Nothing herein shall be interpreted 
as prohibiting the Contractor from including 
a withholding provision in his subcontracts. 

§ 18-9.101-5 Property rights in inven¬ 
tions clause, 

(a) The clause set forth below shall be 
used in contracts for basic or applied 
scientific research at nonprofit institu¬ 
tions of higher education or at nonprofit 
institutions whose primary purpose is the 
conduct of research. See § 18-4.5102(c) 
for the definition of “nonprofit institu¬ 
tion.” 

Property Rights in Inventions 
(November 1962) 

This contract and all subcontracts here¬ 
under are subject to Section 305 of the Na¬ 
tional Aeronautics and Space Act of 1958 re¬ 
lating to property rights in inventions. The 
term “invention'' includes any invention, 
discovery, improvement, or innovation. Any 
invention made in performance of work 
under this contract shall be presumed to 
have been made under the conditions de¬ 
scribed in paragraphs (1) or (2) of Section 
305(a) of the Act. The Contractor shall 
furnish to the Contracting Officer a written 
report containing fuU and complete technical 
information concerning any invention made 
in the performance of any work under this 
contract promptly upon the making of such 
invention and shall require all subcontrac¬ 
tors to do so. Upon written request of the 
Contracting Officer, the Contractor $haU fur¬ 
nish additional information available to him, 
and shaU secure the execution of such docu¬ 
ments as may be necessary to enable the 
Administrator, NASA, to file and prosecute 
patent applications on any such invention. 
Prior to completion of this contract, the 
Contractor shall furnish to NASA a report 
as to whether or not any inventions of the 
type referred to herein have been made in 
the performance of work under this contract. 

§ 18—9.101—6 Contracts relating to 
atomic energy. 

Whenever any contract is entered into 
with or for the benefit of the Atomic 
Energy Commission, the Office of Gen¬ 
eral Counsel, NASA Headquarters, shall 
be consulted for policies, instructions 
and contract clauses relating to innova¬ 
tions, inventions, patents, data and copy¬ 
rights. 

§ 18-9.101-7 Patent rights under prod¬ 
uct improvement programs or inde¬ 
pendent research and development 
programs. 

Where NASA under Its established 
procedures provides, as an item in the 
computation of overhead, financial sup¬ 
port to (i) a contractor's product im¬ 
provement program, or (ii) a contractor’s 
independent research and development 
program, the inventions resulting from 
such programs are not subject to the 
“New Technology*’ or the “Property 
Bights in Inventions’* clauses merely by 
virtue of the provision of such financial 
support. The following clause may be 
included in the Schedule of a cost-reim¬ 
bursement type contract wherein NASA 
is providing such support to the con¬ 


tractor’s product improvement program 
or independent research and develop¬ 
ment program. 

Inventions Made Under Contractor's In¬ 
dependent Research and Development 
Programs (August 1963) 

Any invention made in the performance of 
any work by the Contractor under the Con¬ 
tractor’s own product Improvement program, 
or the Contractor’s independent research and 
development program, even though supported 
by an allowance of costs for such program as 
a part of the overhead costs hereof, will not 
be subject to the “New Technology" clause or 
the “Property Rights In Inventions" clause 
(whichever is Included in this contract) un¬ 
less said work is identified in writing as 
being required in the performance of this 
contract. 

g 18-9.101-8 Updating patent rights 
clauses. 

(a) If a contract containing a clause 
providing for patent rights earlier than 
the version of the clause set forth in 
§ 18-9.000-4 is amended to include the 
clause of § 18-9.101-4, the clause set 
forth below shall also be included in the 
contract. 

New Technology—Subcontract Amend¬ 
ments (September 1964) 

The provisions of paragraph (d)(1) of the 
New Technology clause of this contract do 
not require amendment of existing subcon¬ 
tracts to substitute in such subcontracts 
the New Technology clause of this contract, 
although such amendment is permissible at 
the option of the Contractor, and if amend¬ 
ment is made, this clause may also be in¬ 
serted in the subcontract. 

(b) Where contracts described in (a) 
above are updated, the clause entitled 
“Implied Licenses” may be cancelled, if 
previously included in the contract; in 
which event appropriate amendment 
shall be made in the “Rights in Data’* 
clause by revising paragraph (e) to sub¬ 
stitute the paragraph (e) contained in 
$ 18-9.203-1. 

Sections 18-9.103 through 18-9.106 
revised. 

§ 18—9.103 Authorization and consent. 

(a) Under 28 U.S.C. 1498, any suit for 
infringement of a patent or copyright 
based on the manufacture or use of a 
patented invention or copying of copy¬ 
righted material for the Government by 
a contractor or by a subcontractor (in¬ 
cluding lower tier subcontractors) can be 
maintained only against the Govern¬ 
ment in the Court of Claims, and not 
against the contractor or subcontractor, 
in those cases where the Government 
has authorized or consented to such in¬ 
fringement. Accordingly, in order that 
work by a contractor or subcontractor 
under a Government contract may not 
be enjoined by reason of patent infringe¬ 
ment, authorization and consent will be 
given as herein provided. The “Author¬ 
ization and Consent” clause set forth 
below shall be included in all contracts 
for supplies (including construction 
work), and construction contracts, as 
follows: 

Authorization and Consent (January 1964) 

The Government hereby gives its author¬ 
ization and consent (without prejudice to 


any rights of indemnification) for all use 
and manufacture, in the performance of this 
contract or any part hereof or any amend¬ 
ment hereto or any subcontract hereunder 
(including any lower-tier subcontract), of 
any Invention described in and covered by a 
patent of the United States (i) embodied in 
the structure or composition of any article 
the delivery of which is accepted by the 
Government under this contract, or (ii) 
utilized in the machinery, tools, or methods 
the use of which necessarily results from 
compliance by the Contractor or the using 
subcontractor with (a) specifications or 
written provisions now or hereafter forming 
a part of this contract, or (b) specific written 
instructions given by the Contracting Officer 
directing the manner of performance. 

(b) Since greater latitude In the use 
of patented inventions is to be allowed 
in a contract for research, experimental, 
design, engineering or developmental 
work than in a contract for supplies, the 
“Authorization and Consent” clause set 
forth below shall be used in contracts, 
including Facilities contracts, involving 
such work. 

Authorization and Consent 
(September 1962) 

The Government hereby gives its author¬ 
ization and consent for all use and manu¬ 
facture of any invention described in and 
covered by a patent of the United States 
in the performance of this contract or any 
part hereof or any amendment hereto or any 
subcontract hereunder (including any lower 
tier subcontract). 

§ 18-9.104 Patent indemnification of 
Government by contractor. 

(a) A patent indemnity clause is not 
appropriate in contracts for experimen¬ 
tal, developmental, or research work. 
When it is known that an item being 
procured is protected, or probably will 
be protected, by a United States patent 
or patents, the inclusion of a “Patent 
Indemnity” clause may be appropriate. 
In such case, where the patent owner in¬ 
forms a prospective bidder or otherwise 
contends that the item being procured 
would infringe his patent or patents, the 
patent indemnity clause set forth below, 
limited to the specifically designated 
patents in question, may be included in 
the contract (other than construction 
contracts made with Standard Form 23 
A) if its use is approved by Patent 
Counsel. 

Patent Indemnity (November 1964) 

(a) The Contractor shall Indemnify the 
Government and its officers, agents, and 
employees against liability. Including costs, 
for infringement of the United States letters 
patent designated in paragraph (b) below 
and the United States letters patents which 
may mature on the patent applications, if 
any. designated in paragraph (b) below, 
arising out of the manufacture or delivery 
of supplies or out of construction, alteration, 
modification, or repair of real property (here¬ 
inafter referred to as “construction work”), 
under this contract, or out of the use or dis¬ 
posal by or for the account of the Govern¬ 
ment of such supplies or construction work. 
The foregoing Indemnity 6hall not apply un¬ 
less the Contractor shall have been informed 
as soon as practicable by the Government of 
the suit or action alleging such infringe¬ 
ment, and shall have been given such op¬ 
portunity as Is afforded by applicable laws, 
rules, or regulations to participate in the de¬ 
fense thereof; and further, such indemnity 
shall not apply if: (1) The infringement re- 
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suits from compliance with specific written 
Instructions of the Contracting Officer direct¬ 
ing a change in the supplies to be delivered 
or in the materials or equipment to be used, 
or directing a manner of performance of the 
contract not normally used by the Contrac¬ 
tor; or (ii) the infringement results from the 
addition to, or change in, the supplies 
furnished or construction work performed, 
which addition or change was made sub¬ 
sequent to delivery or performance by the 
Contractor; or (ill) the claimed Infringe¬ 
ment is settled without the consent of the 
Contractor, unless required by final decree of 
a court of competent Jurisdiction. 

(b) This “Patent Indemnity” clause is 
applicable to such United States patents and 
patent applications as are next designated 
(here designate the patents or patent 
applications). 

(b) In construction contracts made 
with Standard Form 23A, retain the 
Patent Indemnity clause contained 
therein. 

§18—9.105 Notice and assistance. 

The Government should be notified by 
the contractor of all claims of infringe¬ 
ment in connection with the performance 
of a contract which come to the contrac¬ 
tor's attention, especially where the Gov¬ 
ernment has given its authorization and 
consent for the use and manufacture of 
any patented invention in the perform¬ 
ance of the contract or where the con¬ 
tract calls for the delivery to the Govern¬ 
ment of supplies, models, or prototypes. 
The contractor should also assist the 
Government, to the extent of evidence 
and information in the possession of the 
contractor, in connection with any suit 
against the Government, or any claim 
against the Government made before suit 
has been instituted, on account of any 
alleged patent or copyright infringement 
arising out of or resulting from the per¬ 
formance of the contract. Accordingly, 
the “Notice of Assistance Regarding 
Patent and Copyright Infringement’* 
clause set forth below shall be included 
in contracts in excess of $10,000. 

Notice and Assistance Regarding Patent and 
Copyright Infringement (November 1964 ) 

(The provisions of this clause shall be ap¬ 
plicable only If the amount of this contract 
exceeds ten thousand dollars ($10,000).) 

(a) The Contractor shall report to the 
Contracting Officer, promptly and in reason¬ 
able written detail, each notice or claim of 
patent or copyright Infringement based on 
the performance of this contract of which 
the Contractor has knowledge. 

(b) In the gvent of any claim or suit 
against the Government on account of any 
alleged patent or copyright infringement 
arising out of the performance of this con¬ 
tract or out of the use of any supplies fur¬ 
nished or work or services performed here¬ 
under the Contractor shall furnish to the 
Government, when requested by the Con¬ 
tracting Officer, all evidence and information 
in possession of the Contractor pertaining to 
such suit or claim. Such evidence and in¬ 
formation shall be furnished at the expense 
of the Government except where the Con¬ 
tractor has agreed to indemnify the Govern¬ 
ment. 

§ 18-9.106 Processing of infringement 
claims. 

Any claim for infringement of a patent 
or a copyright should be addressed to or 
brought to the attention of the Office 


of General Counsel, NASA Headquarters, 
and should identify (a) the United States 
copyright, patent, or patent application, 
(b) the interest of the claimant, and (c) 
the acts alleged to constitute the in¬ 
fringement. 

Section 18-9.108-2 revised. 

§ 18-9.108—2 Payment of royalties— 
manufacturers aircraft association 
deviation. 

Payment of Royalties (November 1964) 

Payment by the Contractor of any sum for 
royalties or patent rights not Included in the 
ordinary purchase price of supplies, materials, 
or components shall not constitute items of 
allowable cost hereunder, unless and until 
approved by the Contracting Officer. Reim¬ 
bursement to the Contractor on account of 
any such payments shall not be construed as 
an admission by the Government of the en- 
forceabUity, validity or scope of, or title to 
any of the patents involved, nor shall any 
such reimbursement constitute a waiver of 
any rights or defenses respecting such pat¬ 
ents: Provided , however , That the approval 
of the Contracting Officer shall not be re¬ 
quired for the payment of royalties pursuant 
to the terms of licenses issued under patents 
awarded compensation in accordance with 
that agreement known as the Cross-Licens¬ 
ing Agreement of the Manufacturers Aircraft 
Association, Inc., in effect as of December 31, 
1928, as supplemented by the Agreement of 
September 30, 1935. 

Sections 18-9.109, 18-9.110, 18-9.150, 
18-9.151,18-9.152 and 18-9.154 revised. 

§18—9.109 Facilities license. 

Where facilities are being constructed 
or acquired for the first time under a 
contract, the following clause shall be 
included therein. 

License for Subsequent Use (August 1963) 

Whenever the Contractor directly or by any 
subcontractor intends under this contract ei¬ 
ther (i) to acquire facilities for the account 
of the Government and to install such facili¬ 
ties or (11 > to fabricate facilities, or to do 
both (i) and (ii), which facilities are for the 
purpose either (1) of producing a patented 
product, or (2) producing a product in ac¬ 
cordance with a patented or proprietary 
process, the Contractor, before doing so, shall 
notify the Contracting Officer of his inten¬ 
tion, so that consideration can be given to 
negotiating a license agreement for the use 
of such facilities by persons to whom the 
Government may subsequently seU or trans¬ 
fer the facilities. Such negotiation shall be 
for the purpose of determining the terms and 
conditions under which the Contractor will 
grant to or obtain for the Government (in ad¬ 
dition to the rights granted by any clause 
which may be included in this contract en¬ 
titled “New Technology”) the right to con¬ 
vey to any purchaser or transferee of all or 
a part of the facilities under this contract 
an irrevocable license to practice and cause 
to be practiced solely in the maintenance or 
operation of the facilities any and all in¬ 
ventions (whether or not patented) of the 
Contractor or a subcontractor hereunder 
Incorporated in, or used by the Contractor 
or subcontractor in the operation of, the fa¬ 
cilities acquired or fabricated by the Con¬ 
tractor for this account of the Government 
under this contract. 

§ 18—9.110 Proposals of equivalent 
merit. 

When two or more potential contrac¬ 
tors are judged to have presented pro¬ 
posals of equivalent merit, willingness to 


permit the Government to acquire and 
retain title to resulting inventions will be 
an additional factor in the evaluation of 
the proposals. 

§ 18-9.150 Designation of representa¬ 
tive for new technology unci for 
patents. 

(a) (1) When a NASA contract con¬ 
tains the clause entitled New Technology 
set forth in § 18-9.101-4 (hereinafter re¬ 
ferred to as “the clause’*), the contract¬ 
ing officer shall designate representatives 
(hereinafter referred to as the “New 
Technology Representative** and the 
“Patent Representative”) to administer 
the clause. 

(2) When a NASA contract contains 
the Property Rights in Inventions clause 
set forth in § 18-9.101-5, the contracting 
officer shall designate a New Technology 
Representative and a Patent Representa¬ 
tive to administer that clause. The re¬ 
spective responsibilities and authorities 
of these representatives in administering 
that clause shall be commensurate with 
those set forth in paragraphs (e), (f), 
and (g) of this section and §§ 18-9.151, 
18-9.152 and 18-9.153 with respect to the 
New Technology clause, to the extent ap¬ 
plicable in view of the more limited re¬ 
quirements of the Property Rights in 
Inventions clause. 

(b) Designation of these representa¬ 
tives shall be by letter to the contractor, 
unless accomplished in the contract, with 
a copy to each representative so desig¬ 
nated. The notification to the contrac¬ 
tor shall state that all correspondence 
and other matters relating to the clause 
should be addressed to the New Tech¬ 
nology Representative unless trans¬ 
mitted in response to correspondence 
from the Patent Representative. Sample 
letters to be used for these purposes are 
set forth in § 18-9.154. 

(c) Except as provided in paragraph 

(d) of this section, the New Technology 
Representative shall be the Technology 
Utilization Officer or the staff member 
(by titled position) having cognizance of 
technology utilization matters for the 
NASA installation concerned; and the 
Patent Representative shall be the Pat¬ 
ent Counsel or the staff member (by titled 
position) having cognizance of patent 
matters for the NASA installation 
concerned. 

(d) The staff members having cogni¬ 
zance of technology utilization matters 
and of patent matters for the Western 
Operations Office normally will be desig¬ 
nated as New Technology Representa¬ 
tive and Patent Representative respec¬ 
tively for NASA contracts as assigned by 
Headquarters or field installations, in 
accordance with established policies. 

(e) The New Technology Representa¬ 
tive shall be furnished a copy of the con¬ 
tract, modifications thereto, progress re¬ 
ports, and other pertinent material by 
the contracting officer, and shall be noti¬ 
fied by the contracting officer of the 
organizational unit of the NASA instal¬ 
lation having technical cognizance of the 
contract. 

(f) The Patent Representative shall 
be furnished a copy of the contract, and 
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modifications thereto, by the contracting 
officer, as well as copies of findings pur¬ 
suant to § 18-9.101-3. 

(g) The New Technology Representa¬ 
tive and the Patent Representative shall 
maintain complete files of correspon¬ 
dence and other actions involving their 
respective administration of the clause. 
Copies of documents which are appropri¬ 
ate for inclusion in the general contract 
files shall be furnished the contracting 
officer. 

§18-9.131 Coni rart review. 

(a) The New Technology Representa¬ 
tive shall review, as necessary, the tech¬ 
nical progress of work performed under 
the contract to ascertain whether the 
contractor and his subcontractors, 
where appropriate, are complying with 
paragraphs (b), (c), (d) and (e) con¬ 
tained in Section n of the clause. 

(b) The New Technology Representa¬ 
tive shall forward to the Patent Repre¬ 
sentative copies of all contractors’ and 
subcontractors* written reports, and a 
copy of the written statement, if any, 
submitted with the report of the report- 
able item. All correspondence relating 
to inventions and waivers will also be 
forwarded to the Patent Representative. 
The Patent Representative shall review 
each reported item to determine the 
presence of inventions and notify the 
contractor and the New Technology Rep¬ 
resentative if he determines that any 
reportable item constitutes an invention. 

(c) Consultations will be held by the 
New Technology Representative and the 
Patent Representative with cognizant 
technical personnel and others con¬ 
cerned. where required, to determine the 
relationship of inventions, discoveries, 
improvements and innovations made un¬ 
der contracts and subcontracts to work 
performed under the contract, and the 
value thereof to NASA or other Govern¬ 
ment agencies. 

(d) No action shall be taken by either 
the New Technology Representative or 
the Patent Representative which would 
involve a change or increase in the work 
required to be performed under the con¬ 
tract, or which otherwise is outside the 
scope of obligations imposed upon the 
contractor by the contract. Any written 
decision pursuant to paragraph (q) of 
the clause or other correspondence re¬ 
lating thereto shall be prepared for and 
signed by the contracting officer. 

(e) Upon completion of the contract 
work, the New Technology Representa¬ 
tive shall determine whether the con¬ 
tractor and his subcontractors, where 
appropriate, have complied with para¬ 
graphs (b), (c), (d), and (e), contained 
in Section II of the clause. Such deter¬ 
minations generally will require consul¬ 
tation with the cognizant technical 
personnel. 

(f) Upon completion of the contract 
work, the Patent Representative shall 
determine whether the contractor, and 
his subcontractors, where appropriate, 
have complied with paragraph (h) and 
Section IV of the clause. 


§18—9.152 Contract clearance. 

(a) Upon submission by the contrac¬ 
tor of the final reports required by para¬ 
graphs (c) and (d)(3) of the clause, 
the New Technology Representative shall 
determine whether the contractor has 
complied with paragraphs (b), (c), and 
(d) of the clause, and. if so, shall certify 
such compliance promptly to the con¬ 
tracting officer, with copy to the Patent 
Representative. 

(b) Upon receipt of the copy of the 
New Technology Representative’s certifi¬ 
cation of compliance, the Patent Repre¬ 
sentative shall determine whether the 
contractor has complied with paragraph 
(h) of the clause, and, if so, shall certify 
such compliance to the contracting 
officer. 

(c) Pursuant to the withholding pro¬ 
visions of the clause, final payment un¬ 
der the contract shall not be approved 
by the contracting officer until he has 
received the certifications of compliance 
referred to in paragraphs (a) and (b) 
of this section. 

§ 18-9.154 Sample designation lellers. 

(a) Sample letter to be used for desig¬ 
nations under New Technology clause. 

NASA Letterhead Stationery 

Date:-- 

Re:--- 

(Contract Number) 
(Contractor’s Name and Address) 

Gentlemen : 

The (title and address of the Technology 
Utilization Officer or the staff member having 
cognizance of technology utilization mat¬ 
ters for the NASA Installation concerned) 
has been designated as the New Technology 
Representative and the (title and address 
of the Patent Counsel or the staff member 
having cognizance of patent matters for the 
NASA Installation concerned) has been des¬ 
ignated as the Patent Representative to rep¬ 
resent the contracting officer In administer¬ 
ing the "New Technology" clause in this 
contract. In this capacity, they are respon¬ 
sible for monitoring compliance with that 
clause. 

Correspondence with respect to the clause 
should be directed to the New Technology 
Representative unless transmitted in re¬ 
sponse to correspondence from the Patent 
Representative. The requirement in the 
New Technology clause that there be set 
forth in subcontracts containing the clause 
the Identification and mailing address of the 
contracting officer may be satisfied by in¬ 
cluding in such subcontracts these three 
paragraphs. 

(To be signed by the contracting officer) 

(b) Sample letter to be used for des¬ 
ignations under Property Rights in 
Inventions clause. 

NASA Letterhead Stationery 

Date:_- 

Re:... 

(Contract Number) 
(Contractor’s Name and Address) 

Gentlemen: 

The (title and address of the Technology 
Utilization Officer or the staff member having 
cognizance of technology utilization matters 
for the NASA Installation concerned) has 
been designated as the New Technology Rep¬ 
resentative and the (title and address of the 
Patent Counsel or the staff member having 
cognizance of patent matters for the NASA 


Installation concerned) has been designated 
as the Patent Representative to represent the 
contracting officer in administering the 
"Property Rights in Inventions’’ clause in 
this contract. In this capacity, they are 
responsible for monitoring compliance with 
that clause. Correspondence with respect to 
the clause should be directed to the New 
Technology Representative unless trans¬ 
mitted in response to correspondence from 
the Patent Representative. 

(To be signed by the contracting officer) 

Section 18-9.202-1 (f) added. 

(f) Administration. In all contracts 
containing the Data Requirements clause 
of § 18-9.202-1 (e). the contracting officer 
will, at an appropriate time and in any 
event not later than the time of delivery 
of the end items under such contracts, 
request, in writing, information from 
the appropriate technical office monitor¬ 
ing the contract as to whether it is likely 
that follow-on procurement for the item 
or any component part thereof or proc¬ 
ess developed under the contract is prob¬ 
able. The appropriate technical office 
will also be requested to identify the 
data which the contractor will be re¬ 
quired to furnish in the event follow-on 
procurement is probable or to justify why 
such data is not required. If such data 
is not already required by the contract 
as specified in the Schedule thereof, the 
contracting officer will request the con¬ 
tractor to furnish such data pursuant to 
the Data Requirements clause. 

Sections 18-9.203 and 18-9.203-1 
revised. 

§ 18—9.203 lUglils in <li*ta clauses. 

(a) If data is to be delivered under the 
contract, the appropriate "Rights in 
Data” clause set forth below shall be 
added to the "General Provisions.” 
However, a "Rights in Data” clause does 
not in itself specify the data with respect 
to which the Government will obtain the 
rights set forth in that clause. There¬ 
fore, Schedule provisions are necessary 
to specify the specific data which the 
Government wants to have furnished. 
(See. § 18-9.202-1 for instructions con¬ 
cerning suitable Schedule provisions.) 
The rights prescribed in the "Rights In 
Data” clause attach only to the data 
specified to be delivered. Except for the 
cases noted in (b) below, when data is 
to be delivered the "Rights in Data” 
clause set forth in § 18-9.203-1 shall be 
included in the contract if it involves ex¬ 
perimental, developmental, or research 
work; and If the contract is for supplies 
the clause defined and prescribed in 
§ 18-9.203-2, together with paragraph 
(j) set forth in § 18-9.203-3, if appli¬ 
cable, shall be included in the contract. 

(b) In the case of contracts for the 
acquisition of existing works, the provi¬ 
sions of § 18-9.205 are applicable. In 
contracts for the production of motion 
pictures, preparation of scripts, musical 
compositions, sound tracks, translations, 
adaptations, and the like; or the his¬ 
tories and works described in § 18-9.204- 
3; the provisions of § 18-9.204-2 are ap¬ 
plicable. Section 18-9.206 is applicable 
In contracts for performance outside the 
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United States, its territories or posses¬ 
sions, or Puerto Rico. In contracts for 
research with a nonprofit institution 
using NASA Form 246. the provisions of 
§ 18-9.204-50 are applicable; and in 
short form contracts for research with 
an educational or nonprofit institution, 
the provisions of § 18-9.204-51 are 
applicable. 

§ 18—9.203—1 Right* in data clause for 
use in contract* for experimental, de¬ 
velopmental, or research work. 

Rights in Data (September 1964) 

(a) The term "Subject Data" os used here¬ 
in includes writings, sound recordings, pic¬ 
torial reproductions, drawings, or other 
graphical representations, and works of any 
similar nature (whether or not copyrighted) 
which are specified to be delivered under this 
contract. The term does not include finan¬ 
cial reports, cost analyses, and other infor¬ 
mation Incidental to contract administration. 

(b) The Contractor agrees to and does 
hereby grant to the Government, and to its 
officers, agents, and employees acting within 
the scope of their official duties, a royalty- 
free, nonexclusive, and irrevocable license 
throughout the world for Government pur¬ 
poses to publish, translate, reproduce, deliver, 
perform, dispose of, and to authorize others 
so to do, all Subject Data now or hereafter 
covered by copyright. 

(c) The Contractor shall not include in 
the Subject Data any copyrighted matter, 
without the written approval of the Con¬ 
tracting Officer, unless he provides the Gov¬ 
ernment with the written permission of the 
copyright owner for the Government to use 
such copyrighted matter in the manner pro¬ 
vided in paragraph (b) above. 

(d) The Contractor shall report to the 
Contracting Officer, promptly and in reason¬ 
able written detail, each notice or claim of 
copyright infringement received by the Con¬ 
tractor with respect to all Subject Data de¬ 
livered under this contract. 

(e) Nothing contained in this clause shall 
imply a license to the Government under any 
patent or be construed as affecting the scope 
of any license or other rights otherwise 
granted to the Government under any patent. 

<f) Unless otherwise limited below, the 
Government may duplicate, use. and disclose 
m any manner and for any purpose what¬ 
soever, and have others so do. all Subject 
Data delivered under this contract. 

(g) The Contractor recognizes that the 
Government, or a foreign government with 
funds derived through the Mutual Security 
Program or otherwise through the U.S. Gov¬ 
ernment, may contract for property or serv¬ 
ices with respect to which the vendor may be 
liable to the Contractor for charges for the 
Use of Subject Data on account of such a 
contract. The Contractor further recognizes 
that it Is the policy of the Government not 
w> pay in connection with its contracts, or 
J° allow to be paid in connection with con¬ 
tracts made with funds derived through the 
Mutual Security Program or otherwise 
through the UJS. Government, charges for 
data which the Government has a right to 
JJf? and disclose to others, or which is in the 
Public domain, or with respect to which the 
uovenun«nt has been placed in possession 
without restrictions upon its use and dis¬ 
closure to others. This policy does not apply 
J° reasonable reproduction, handling, mail¬ 
ing. and similar administrative costs incident 

the furnishing of such data. In recogni- 
°n of this policy, the Contractor agrees to 
Participate In and make appropriate arrange¬ 
ments for the exclusion of such charges from 
fi uch contracts or for the refund of amounts 
received by the Contractor with respect to 
ail y such charges not so excluded. 


(h) Notwithstanding any provisions of this 
contract concerning inspection and accept¬ 
ance, the Government shall have the right 
at any time to modify, remove, obliterate, or 
ignore any marking not authorized by the 
terms of this contract on any piece of Sub¬ 
ject Data furnished under this contract. 

(i) Data need not be furnished for stand¬ 
ard commercial items or services which are 
normally o- have been sold or offered to the 
public commercially by any supplier and 
which are Incorporated as component parts 
In or to be used with the product or process 
being developed if in lieu thereof identifica¬ 
tion of source and characteristics (Including 
performance specifications, when necessary) 
sufficient to enable the Government to pro¬ 
cure the part or ai adequate substitute, are 
furnished; and further, proprietary data need 
not be furnished for other items which were 
developed aj; private expense and previously 
sold or offered for sale, Including minor modi¬ 
fications thereof, which are incorporated as 
component parts in or to be used with the 
product or process being developed, if in lieu 
thereof the Contractor shall identify such 
other Items and that "proprietary data" per¬ 
taining thereto which is necessary to enable 
reproduction or manufacture of the item or 
performance of the process. For the pur¬ 
pose of this clause, "proprietary data" means 
data providing information concerning the 
details of a Contractor’s secrets of manu¬ 
facture, such as may be contained in but not 
limited to his manufacturing methods or 
processes, treatment and chemical composi¬ 
tion of materials, plant layout and tooling, 
to the extent that such information Is not 
readily disclosed by inspection or analysis 
of the product itself and to the extent that 
the Contractor has protected such informa¬ 
tion from unrestricted use by others. 

Section 18-9.204-2 revised. 

§ 18-9.204—2 Production of motion pic¬ 
tures. 

The clause set forth below is approved 
for use in contracts for the production of 
motion pictures with or without accom¬ 
panying sound, and in all contracts for 
the preparation of motion picture scripts, 
musical compositions, sound tracks, 
translations, adaptations, and the like. 
Rights n Data (September 1964) 

(ft) The term "Subject Data" as used 
herein includes writings, sound recordings, 
pictorial reproductions, drawings or other 
graphical representations, and works of any 
similar nature (whether or not copyrighted) 
which are specified to be delivered under this 
contract. The term docs not include finan¬ 
cial reports, cost analyses, and other informa¬ 
tion incidental to contract administration. 

(b) All Subject Data first produced in the 
performance of this contract shall be the 
sole property of the Government. The Con¬ 
tractor agrees not to assert any rights at 
common law or equity and not to establish 
any claim to statutory copyright In such 
Data. The Contractor shall not publish or 
reproduce such Data In whole or in part or 
in any manner or form, nor authorize others 
so to do. without the written consent of the 
Government until such time as the Govern¬ 
ment may have released such Data to the 
pubUc. 

(c) The Contractor agrees to grant and 
does hereby gran'; to the Government and 
its officers, agents and employees acting 
within the scope of their official duties, a 
royalty-free, nonexclusive, and irrevocable 
license throughout the world (i) to publish, 
translate, reproduce, deliver, perform, use 
and dispose of, in any manner, any and all 
Data not first produced or composed in the 
performance of this contract but which is 


Incorporated In the work furnished under 
this contract; and (ii) to authorize others 
so to do. 

(d) The Contractor shall indemnify and 
save and hold harmless the Government, 
Its officers, agents and employees acting 
within the scope of their official duties 
against any liability, including costs and 
expenses, (1) for violation of proprietary 
rights, copyright, or right of privacy, arising 
out of the publication, translation, repro¬ 
duction, delivery, performance, use or dis¬ 
position of any Data furnished under this 
contract, or (il) based upon any libelous or 
other unlawful matter contained in such 
Data.* 

(e) Nothing contained in this clause shall 
imply a license to the Government under 
any patent or be construed as affecting 
the scope of any license or other rights 
otherwise granted to the Government un¬ 
der any patent. 

(f) Paragraphs (c) and (d) above are not 
applicable to material furnished to the Con¬ 
tractor by the Government and incorporated 
in the work furnished under the contract; 
provided, such incorporated material is 
Identified by the Contractor at the time of 
delivery of such work. 

Section 18-9.204-51 revised. 

§ 18—9.204—51 Short form clause, cosl- 
reimbursement, research contract 
with nonprofit institutions (includ¬ 
ing educational institutions). 

In short form contracts for research 
with an educational or nonprofit insti¬ 
tution, the following clause shall be in¬ 
cluded in the contract. 

Data and Inspection (September 1962) 

The Government may publish, reproduce, 
and use. and have others so do, for any 
purpose, without limitation, drawings, 
studies, research notes, technical Informa¬ 
tion, and other scientific data resulting 
from this contract. The Government has 
the right, at all reasonable times, to inspect 
or otherwise evaluate the work being per¬ 
formed under this contract. 

Section 18-9.204-52 added. 

§ 18—9.204—52 Potentially hazardous 
items. 

(a) When procuring items, designated 
in procurement requests, in accordance 
with § 18-3.850, as potentially hazardous, 
the policies and instructions set forth in 
this paragraph shall prevail over all 
other policies and instructions contained 
in this Subpart 18-2.9. The term “items” 
as used herein includes components of 
items. 

(b) If such items result from experi¬ 
mental. developmental or research work 
performed under a contract so that the 
clause set forth in § 18-9.203-1 would be 
applicable to the data pertaining to such 
items, or in any other case where the 
Government, as a part of the contract, 
buys unlimited rights to use such data, 
the “Rights in Data” clause set forth in 
§ 18-9.203-1 shall be included in the con¬ 
tract, but paragraph (i) thereof shall be 
altered by adding to the end thereof the 
following; 

This paragraph (i) shall not apply to data 
identified in the Schedule of the contract as 
being required to be delivered for items or 
components of items which are designated 
in the Schedule as being potentially haz¬ 
ardous. 
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(c) If such items are to be furnished 
in the performance of a contract con¬ 
taining the Rights in Data clause set 
forth in § 18-9.203-1, but do not result 
from the performance of experimental, 
developmental or research work under 
such contract, so that the delivery of data 
for such items would be excused under 
paragraph (i) of such clause, or are to 
be furnished in the performance of any 
other kind of contract, and if the Gov¬ 
ernment does not, as a part of the con¬ 
tract, buy the unlimited rights to use 
such data, the following clause shall be 
included in the contract: 

Rights in Data for Potentially Hazardous 
Items (September 1964) 

(a) The rights of the Government to use 
the drawings and any other data required 
to be furnished by the Schedule of this con¬ 
tract for items or components designated 
therein as potentially hazardous shall be as 
provided by this clause, and in this respect, 
this clause takes precedence over any other 
clause of this contract providing for rights 
in data. Such other Rights In Data clause 
shall apply however, to all other data speci¬ 
fied to be delivered under this contract. 

(b) The Government shall have the right 
to duplicate, and use the drawings and other 
data to which this clause is applicable for 
inspection, study and evaluation of the items 
or components disclosed by such drawings 
or data, and to have others duplicate and use 
such data for the Government for such pur¬ 
poses. Such data shall not otherwise be 
released outside the Government nor be 
duplicated, used, or disclosed In whole or in 
part for procurement or manufacturing pur¬ 
poses. if the following legend is marked on 
each piece of data to which this clause is 
applicable: 

“Furnished under U.S. Government Con¬ 
tract No._and shall not be disclosed, 

used, or duplicated for procurement or man¬ 
ufacturing purposes without the permission 

of_ Tills legend shall be marked on 

any reproduction hereof in whole or in part.'* 

(c) The Contractor shall not impress the 
legend set forth in paragraph (b) above on 
any piece of data which the Contractor or any 
subcontractor has previously delivered to the 
Government without limitations. 

(d) Whenever any piece of data marked 
with the legend set forth in paragraph (b) 
above is reproduced in whole or in part by 
the Government, or for the Government at 
its request, the legend shall be included on 
the reproduction. 

(e) The Government shall not disclose the 
data marked with the legend set forth in 
paragraph (b) above to any firm or person 
not having a need to Inspect, study, evaluate 
or handle the items or components repre¬ 
sented by the data, and shall not disclose the 
data to any firm or person outside the Gov¬ 
ernment without obtaining an agreement 
from such firm or person that he shall not 
use the data for manufacture or procure¬ 
ment, and that he shall comply with condi¬ 
tions of the legend. 

Section 18-10.201-1 revised. 

§ 18-10.201—1 Corporate sureties. 

In order to be acceptable, the corporate 
surety must have obtained from the 
Secretary of the Treasury authority to do 
business under the Act of August 13,1894 
(28 Stat. 279), as amended by the Acts 
of March 23, 1910 (36 Stat. 241), July 
30, 1947 (61 Stat. 646), and the Act of 
August 9, 1955 (69 Stat. 620) (6 U.S.C. 
6-13). A list of the corporations ap¬ 
proved by the Secretary of the Treasury 


is published anuaily by the Treasury De¬ 
partment (T.D. Circular 570). This list 
indicates the maximum penal sum in 
which any corporate surety may under¬ 
write any one obligation. Any corpora¬ 
tion whose name is on this list is accept¬ 
able within the limits specified. The Di¬ 
rector of Procurement will secure and 
distribute up-to-date copies of this list. 
When the bond is to be executed by two 
or more corporate sureties. Standard 
Form 25 should be used in the case of a 
performance bond, and Standard Form 
25A in the case of a payment bond. Each 
corporate surety may limit its liability in 
the bond to a specified sum. The sureties 
must bind themselves “jointly and sever¬ 
ally” for the purpose of allowing a joint 
action or actions against any or all of 
them. 

Section 18-10.5002 revised. 

§ 18—10.5002 Responsibility. 

(a) Installation safety officer. The 
installation safety officer will advise and 
assist the contracting officer in: 

(1) Evaluating prospective contrac¬ 
tors’ safety and health programs pursu¬ 
ant to Subpart 18-1.9; 

(2) Determining whether safety and 
health provisions should be included in 
a proposed procurement; and 

(3) Selecting contract provisions 
which define the safety and health re¬ 
quirements applicable to a particular 
contract. 

(b) Contracting officer. The contrac¬ 
ting officer will obtain the advice, assist¬ 
ance, and recommendations from the 
safety officer in the following proposed 
procurements: 

(1) Construction of facilities on Gov¬ 
ernment installations; 

(2) Manufacture of boosters, engines, 
liquid and solid fuels, oxidizers, and/or 
propellants; 

(3) Transportation of fuels, oxidizers, 
space-related chemicals, and other haz¬ 
ardous materials; 

(4) Research, development or test of 
engines, related components and pro¬ 
pellants which involve hazardous opera¬ 
tions or the use of hazardous materials, 
and 

(5) Services which involve hazardous 
operations or the use of hazardous ma¬ 
terials. 

Sections 18-11.401-1 and 18-11.401-2 
(b) revised. 

§18-11.401-1 Clause for advertised 
and certain negotiated contracts. 

The following clause shall be inserted 
in (a) all formally advertised contracts 
(other than construction contracts not 
in excess of $10,000), and (b) negotiated 
fixed-price type contracts in excess of 
$10,000 where the contracting officer is 
satisfied that the contract price, by vir¬ 
tue of competition or otherwise, excludes 
contingencies for State and local taxes. 
In negotiated fixed-price type contracts 
in excess of $2,500 but not in excess of 
$10,000, the clause may, at the discretion 
of the contracting officer, be inserted. 

Federal, State, and Local Taxes 
(November 1964) 

(a) Except as may be otherwise provided 


in this contract, the contract price Includes 
all applicable Federal, State, and local taxes 
and duties. 

(b) Nevertheless, with respect to any Fed¬ 
eral excise tax or duty on the transactions 
or property covered by this contract, if a 
statute, court decision, written ruling, or 
regulation takes effect after the contract 
date, and— 

(1) Results In the Contractor being re¬ 
quired to pay or bear the burden of any 
such Federal excise tax or duty or increase 
In the rate thereof which would not other¬ 
wise have been payable on such transactions 
or property, the contract price shall be in¬ 
creased by the amount of such tax or duty 
or rate Increase: Provided, That the Con¬ 
tractor. if requested by the Contracting 
Officer, warrants in writing that no amount 
for such newly imposed Federal excise tax 
or duty or rate Increase was Included in the 
contract price as a contingency reserve or 
otherwise; or 

(2) Results in the Contractor not being 
required to pay or bear the burden of, or in 
his obtaining a refund or drawback of, any 
such Federal excise tax or duty which would 
otherwise have been payable on such trans¬ 
actions or property or which was the basis 
of an increase in the contract price, the 
contract price shall be decreased by the 
amount of the relief, refund, or drawback, 
or that amount shall be paid to the Govern¬ 
ment, as directed by the Contracting Officer. 
The contract price shall be similarly de¬ 
creased if the Contractor, through his fault 
or negligence or his failure to follow in¬ 
structions of the Contracting Officer, is re¬ 
quired to pay or bear the burden of, or does 
not obtain a refund or drawback of, any such 
Federal excise tax or duty. 

(c) No adjustment pursuant to paragraph 
(b) above will be made under this contract 
unless the aggregate amount thereof is or 
may reasonably be expected to be over $100. 

(d) As used in paragraph (b) above, the 
term “contract date” means the date set for 
the bid opening, or if this is a negotiated 
contract, the date of this contract. As to 
additional supplies or services procured bv 
modification to this contract, the term “con¬ 
tract date” means the date of such modifi¬ 
cation. 

(e) Unless there does not exist any reason¬ 
able basis to sustain an exemption, the 
Government, upon request of the Contractor, 
without further liability, agrees, except as 
otherwise provided in this contract, to fur¬ 
nish evidence appropriate to establish ex¬ 
emption from any tax which the Contractor 
warrants in writing was excluded from the 
contract price. In addition, the Contracting 
Officer may furnish evidence to establish 
exemption from any tax that may, pursuant 
to this clause, give rise to either an increase 
or decrease in the contract price. Except 
as otherwise provided in this contract, evi¬ 
dence appropriate to establish exemption 
from duties will be furnished only at the 
direction of the Contracting Officer. 

(f) The Contractor shall promptly notify 
the Contracting Officer of matters which will 
result in either an increase or decrease in 
the contract price, and shall take action 
with respect thereto as directed by the Con¬ 
tracting Officer. 

(b) Clause. 

Federal, State, and Local Taxes (November 
1964) 

(a) As used throughout this clause, the 
term “contract date” means the date of this 
contract. As to additional supplies or serv¬ 
ices procured by modification to this con¬ 
tract, the term “contract date” means the 
date of such modification. 
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(b) Except as may be otherwise provided 
In this contract, the contract price Includes, 
to the extent allocable to this contract, all 
Federal, State, and local taxes which, on the 
contract date: 

<i) By Constitution, statute, or ordinance, 
are applicable to this contract, or to the 
transactions covered by this contract, or to 
property or interests in property; or 

(II) Pursuant to written ruling or regula¬ 
tion, the authority charged with administer¬ 
ing any such tax is assessing or applying to, 
and is not granting or honoring an exemption 
for, a contractor under this kind of contract, 
or the transactions covered by this contract, 
or to property or interests in property. 

(c) Except as may be otherwise provided 
in this contract, duties In effect on the con¬ 
tract date are included in the contract price, 
to the extent allocable to this contract. 

(d) (1) If the Contractor Is required to pay 
or bear the burden: 

(1) Of any tax or duty which either was 
not to be included In the contract price 
pursuant to the requirements of paragraphs 
(b) and (c). or of a tax or duty specifically 
excluded from the contract price by a pro¬ 
vision of this contract; or 

(ti) Of an Increase In rate of any tax or 
duty, whether or not such tax or duty was 
excluded from the contract price; or 

(ill) Of any interest or penalty on any tax 
or duty referred to in (1) or (il) above; the 
contract price shall be increased by the 
amount of such tax. duty, interest, or pen¬ 
alty allocable to this contract: Provided , 
That the Contractor warrants in writing 
that no amount of such tax. duty, or rate 
increase was Included in the contract price 
as a contingency reserve or otherwise: And 
provided further , That liability for such tax. 
duty, rate increase, Interest, or penalty was 
not incurred through the fault or negligence 
of the Contractor or his failure to follow 
instructions of the Contracting Officer. 

(2) If the Contractor is not required to 
pay or bear the burden, or obtains a refund 
or drawback, in whole or in part, of any tax, 
duty, interest, or penalty which: 

(1) Was to be included in the contract 
price pursuant to the requirements of para¬ 
graphs (b) and (c); 

(ii) Was included in the contract price; or 

(III) Was the basis of an increase in the 
contract price; the contract price shall be 
decreased by the amount of such relief, re¬ 
fund. or drawback allocable to this contract, 
or the allocable amount of such relief, re¬ 
fund. or drawback shall be paid to the Gov¬ 
ernment as directed by the Contracting Offi¬ 
cer. The contract price also shall be similarly 
decreased If the Contractor, through his fault 
or negligence or his failure to follow Instruc¬ 
tions of the Contracting Officer, is required to 
Pay or bear the burden, or does not obtain a 
refund or drawback of, any such tax. duty. 
Interest, or penalty. Interest paid or credited 
to the Contractor incident to a refund of 
taxes shall inure to the benefit of the Gov¬ 
ernment to the extent that such interest was 
earned after the Contractor was paid or re¬ 
imbursed by the Government for such taxes. 

(3) Invoices or vouchers covering any ad¬ 
justment of the contract price pursuant to 
uiis paragraph (d) shall set forth the 
jmount thereof as a separate item and shall 
identify the particular tax or duty involved. 

(4) This paragraph (d) shall not be ap¬ 
plicable to social security taxes; income and 
franchise taxes, other than those levied on 
[ measured by (l) sales or receipts from 
int ° r tlie Contra ctor’8 possession of, 
merest in, or use of property, title to which 
“ in the Government; excess profits taxes; 

8 *'°ck taxes; unemployment compen- 
ation taxes; or property taxes, other than 
property taxes, allocable to this con- 

8ct ;, 08 are ****&**<* either on completed 

Pplles covered by this contract, or on the 


Contractor’s possession of. interest in, or use 
of property, title to which is in the Govern¬ 
ment. 

(5) No adjustment pursuant to this para¬ 
graph (d) will be made under this contract 
unless the aggregate amount thereof Is or 
may reasonably be expected to be over $100. 

(e) Unless there does not exist any reason¬ 
able basis to sustain an exemption, the Gov¬ 
ernment, upon request of the Contractor, 
without further liability, agrees, except as 
otherwise provided in this contract, to fur¬ 
nish evidence appropriate to establish exemp¬ 
tion from any tax which the Contractor war¬ 
rants in writing was excluded from the 
contract price. In addition, the Contracting 
Officer may furnish evidence appropriate to 
establish exemption from any tax that may, 
pursuant to this clause, give rise to either an 
Increase or decrease in the contract price. 
Except as otherwise provided in this contract, 
evidence appropriate to establish exemption 
from duties will be furnished only at the 
discretion of the Contracting Officer. 

(f) (1) The Contractor shall promptly no¬ 
tify the Contracting Officer of all matters 
pertaining to Federal, State, and local taxes, 
and duties, that reasonably may be expected 
to result in either an Increase or decrease in 
the contract price. 

(2) Whenever an increase or decrease in 
the contract price may be required under this 
clause, the Contractor shall take action as 
directed by the Contracting Officer, and the 
contract price shall be equitably adjusted 
to cover the costs of such action, including 
any interest, penalty, and reasonable attor¬ 
neys’ fees. 

Sections 18-12.000,18-12.101 (d), 18-12. 
101-1, and 18-12.101-2 (a) and (c) re¬ 
vised. 

§ 18-12.000 Scope of part. 

This Part 18-12(a) deals with general 
policies regarding labor, insofar as they 
relate to procurement, (b) sets forth cer¬ 
tain pertinent labor laws and require¬ 
ments, indicating in connection with each 
its applicability and any procedures 
thereunder, and (c) prescribes contract 
clauses. (This Part 18-12 does not ap¬ 
ply to any matter or agreement arising 
under Executive Order 10988 or to any 
related authority governing Employee- 
Management Cooperation in the Fed¬ 
eral Service.) 

§18—12.101 Labor relations. 

(d) NASA officials will not take any 
independent action with respect to labor 
matters which involve major policy de¬ 
terminations which have a substantial 
impact on the activities of NASA or other 
Government agencies without the prior 
approval of the Director. NASA Labor 
Relations Office (Code KL). A full re¬ 
port concerning any labor relations prob¬ 
lem, particularly where a labor dispute 
significantly threatens to affect impor¬ 
tant NASA procurement, should be 
furnished to the Director, NASA Labor 
Relations Office, in accordance with 
§ 18-12.101-2. 

§ 18—12.101—1 Communications regard¬ 
ing labor matters. 

Direct communication is not author¬ 
ized with the national headquarters or 
national offices of any labor organization 
or Federal agency except with the spe¬ 
cific prior approval of the Director, 
NASA Labor Relations Office. Contract¬ 
ing officers are authorized to communi¬ 
cate directly with local labor organiza¬ 


tions and local offices of Federal agencies 
as required to carry out their responsi¬ 
bilities set forth in § 18-12.101-2. 

§ 18—12.101—2 Labor- management dis¬ 
putes. 

(а) Reports . Reports of actual or in¬ 
cipient labor-management disputes af¬ 
fecting NASA procurement, operations, 
or services shall be submitted as specified 
by the Director. NASA Labor Relations 
Office. These reports shall describe, but 
need not be limited to: 

(1) The nature of the actual or incipi¬ 
ent dispute, including whether a strike, 
lockout, slow-down, shut-down, or pick¬ 
eting is involved, and the degree of emer¬ 
gency presented; 

(2) The character, quantity, and im¬ 
portance of the supplies, operations, or 
services involved, including scheduled 
performance and delivery dates and the 
relation of the production involved to the 
total procurement program; 

(3) The identity and location of the 
parties to the dispute and their repre¬ 
sentatives, including the approximate 
number of employees involved; 

(4) The need for and availability of 
alternative facilities to furnish the items 
involved within the time required; 

(5) The critical items, if any, which 
should be removed from the plant or 
work site or should be continued to be 
processed there with the consent of the 
parties to the dispute; and 

(б) Recommended action to be taken 
by NASA. 

Reports shall be made as early as pos¬ 
sible and shall include immediately 
available information. Supplemental re¬ 
ports shall be made, as appropriate, to 
provide full information and cover new 
developments. Reports shall be sent by 
the most expeditious means required in 
view* of the seriousness of the situation. 
When an immediate critical effect on 
NASA procurement is probable, the ini¬ 
tial report shall be made by telephone 
and followed by an electrically trans¬ 
mitted message or a confirming letter. 

(c) NASA Headquarters approval re¬ 
quired for removal of items from affected 
plants or facilities. When the contract¬ 
ing officer determines that it would be in 
the best interest of the Government to 
remove items or to press for resumption 
of work as provided in paragraph (b) of 
this section, he shall first request ap¬ 
proval from the Director, NASA Labor 
Relations Office and then take such ac¬ 
tion as shall be approved. 

(d) Inspection of material during 
labor disputes . Despite the existence of 
a labor dispute, inspection functions at 
contract plants or sites shall be per¬ 
formed as normally required during con¬ 
tract performance except where the 
safety of the inspector may be 
endangered. 

Sections 18-12.300 through 18-12.302-2 
revised; § 18-12.302-3 deleted. 

Subpart 18-12.3—Work Hours Act 
of 1962 

§ 18-12.300 Scope of suhpart. 

This Subpart 18-12.3 deals with the 
requirements of the “Contract Work 


No. ii—pt. n 
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Hours Standards Act.” which is Title I 
of the Work Hours Act of 1962 (40 U.S.C. 
327-332). 

§ 18-12.301 General. 

The Work Hours Act of 1962 repealed 
the Eight Hour Law of 1912, as amended 
(40 U.S.C. 324-326), and the Eight Hour 
Law applicable to construction con¬ 
tracts (40 U.S.C. 321-322). Title I, Con¬ 
tract Work Hours Standards Act, among 
other things, establishes a standard 
workday of 8 hours and a standard work¬ 
week of 40 hours for laborers and me¬ 
chanics employed on Government con¬ 
tracts and requires payment for all hours 
worked in excess of the standard work¬ 
day or workweek at one and one-half 
times the basic rate of pay. “Laborers 
and mechanics” include watchmen, 
guards, and workmen, other than sea¬ 
men. performing services in connection 
with dredging or rock excavation in 
rivers or harbors. 

§ 18-12.302 Applicability. 

§ 18—12.302—1 Statutory exemptions. 

Title I of the Work Hours Act of 1962 
is applicable to construction contracts 
and to other contracts involving the em¬ 
ployment of laborers and mechanics 
either by a contractor or any subcontrac¬ 
tor in the United States, and in other 
areas under the jurisdiction of the United 
States not exempted by the Secretary of 
Labor (see § 18-12.302-2), except: 

(a) Contracts for transportation by 
land, air, or water; 

(b) Contracts for the transmission of 
intelligence; 

(c) Contracts for purchase of supplies 
or materials or articles ordinarily avail¬ 
able in the open market ; or 

(d) Contracts to which the Walsh- 
Healey Public Contracts Act (41 U.S.C. 
35-45) is applicable. 

§ 18-12.302—2 Exemptions by the Sec¬ 
retary of Labor. 

The Secretary of Labor has exempted 
(29 C.P.R. 5.14) from all provisions of 
Title I of the Work Hours Act of 1962, 
the following classes of contracts: 

(a) Construction contracts of $2,000 
or less; and 

(b) Purchases and contracts other 
than construction contracts in the ag¬ 
gregate amount of $2,500 or less. In 
arriving at the aggregate amount in¬ 
volved there must be included all prop¬ 
erty and services which would properly 
be grouped together in a single transac¬ 
tion and which would be included in a 
single advertisement for bids if the pro¬ 
curement were being effected by formal 
advertising; and 

(c) Contracts (or portions thereof) to 
be performed in a foreign country or 
within territory under the jurisdiction 
of the United States other than the fol¬ 
lowing: a state of the United States; the 
District of Columbia; Puerto Rico; the 
Virgin Islands; Outer Continental Shelf 
Lands defined in the Outer Continental 
Shelf Lands Act; American Samoa; 
Guam; Wake Island; and the Canal 
Zone, to the extent that such contracts 


(or portions thereof) may require or in¬ 
volve the employment of laborers or 
mechanics there. 

Sections 18-12.303-1 revised. 

§ 18-12.303-1 Clause for general use. 

The clause set forth below shall be in¬ 
cluded in all contracts to which the Act 
applies, except construction contracts. 
The applicable clause for construction 
contracts is set forth in § 18-12.403-1 (b). 

Contract Work Hours Standards Act—Over¬ 
time Compensation (November 1964) 

This contract, to the extent that it is of a 
character specified in the Contract Work 
Hours Standards Act (40 U.S.C. 327-330), is 
subject to the following provisions and to 
all other applicable provisions and exceptions 
of such Act and the regulations of the Secre¬ 
tary of Labor thereunder. 

(a) Overtime Requirements. No Contrac¬ 
tor or subcontractor contracting for any part 
of the contract work which may require or 
involve the employment of laborers or me¬ 
chanics shall require or permit any laborer 
or mechanic in any workweek in which he is 
employed on such work to work in excess of 
8 hours in any calendar day or in excess of 
40 hours in such workweek on work subject 
to the provisions of the Contract Work Hours 
Standards Act unless such laborer or me¬ 
chanic receives compensation at a rate not 
less than one and one-half times his basic 
rate of pay for all such hours worked in ex¬ 
cess of 8 hours in any calendar day or in 
excess of 40 hours in such workweek, which¬ 
ever is the greater number of overtime hours. 

(b) Violation; Liability for Unpaid Wages; 
Liquidated Damages . In the event of any 
violation of the provisions of paragraph (a), 
the Contractor and any subcontractor re¬ 
sponsible therefor shall be liable to any af¬ 
fected employee for his unpaid wages. In 
addition, such Contractor and subcontractor 
shall be liable to the United States for liqui¬ 
dated damages. Such liquidated damages 
shall be computed with respect to each in¬ 
dividual laborer or mechanic employed in 
violation of the provisions of paragraph (a) 
in the sum of $10 for each calendar day on 
which such employee was required or per¬ 
mitted to be employed on such work in excess 
of 8 hours or in excess of the standard work¬ 
week of 40 hours without payment of the 
overtime wages required by paragraph (a). 

(c) Withholding for Unpaid Wages and 
Liquidated Damages. The Contracting Offi¬ 
cer may withhold from the Government 
Prime Contractor, from any moneys payable 
on account of work performed by the Con¬ 
tractor or subcontractor, such sums as may 
administratively be determined to be nec¬ 
essary to satisfy any liabilities of such Con¬ 
tractor or subcontractor for unpaid wages 
and liquidated damages as provided in the 
provisions of paragraph (b). 

(d) Subcontracts. The Contractor shall 
insert paragraphs (a) through (d) of this 
clause in all subcontracts, and shall require 
their inclusion in all subcontracts of any 
tier. 

(e) Records. The Contractor shall main¬ 
tain payroll records containing the informa¬ 
tion specified in 29 CFR 516.2(a). Such rec¬ 
ords shall be preserved for 3 years from the 
completion of the contract. 

Section 18-12.401(d) revised. 

(d) Department of Labor Regulations. 
Pursuant to the foregoing statutes and 
Reorganization Plan No. 14 of 1950 (15 
F.R. 3176), the Secretary of Labor has 
issued Regulations Title 29. Subtitle A, 
Code of Federal Regulations (29 F.R. 95- 


104, as amended), providing for the ad¬ 
ministration and enforcement of these 
statutes in construction contracts. The 
requirements under the Davis-Bacon Act 
and the Copeland Act apply only to the 
United States, while the Work Hours Act 
of 1962 applies also to other areas over 
which the United States has direct leg¬ 
islative control. 

Section 18-12.403 revised in its 
entirety. 

§ 18—12.403 Contract clauses. 

§ 18-12.403-1 Clauses for general use. 

Except as provided in § 18-12.403-4. 
every construction contract in excess of 
$2,000 for work within the United States 
shall include the following clauses: 

(a) Davis-Bacon Act (40 U.S.C. 276a- 
a(7 )). 

Davis-Bacon Act (40 U.S.C. 276a-a(7)) 
(November 1964) 

(a) All mechanics and laborers employed 
or working directly upon the site of the work 
shall be paid unconditionally and not less 
often than once a week, and without subse¬ 
quent deduction or rebate on any account 
(except such payroll deductions as are per¬ 
mitted by the Copeland Regulations (29 CFR 
Part 3)). the full amounts due at time of 
payment computed at wage rates not less 
than those contained in the wage determine 
tion decision of the Secretary of Labor which 
is attached hereto and made a part hereof 
regardless of any contractual relationship 
which may be alleged to exist between the 
Contractor or subcontractor and such la¬ 
borers and mechanics. A copy of such wage 
determination decision shall be kept posted 
by the Contractor at the site of the work in 
a prominent place where it can be easii> 
seen by the workers. 

(b) The Contracting Officer shall require 
that any class of laborers or mechanics which 
is not listed in the wage determination deci¬ 
sion and which is to be employed under the 
contract shall be classified or reclassified 
conformably to the wage determination de¬ 
cision, and shall report the action taken to 
the Secretary of Labor. If the interested 
parties cannot agree on the proper classifica¬ 
tion or reclassification of a particular class 
of laborers or mechanics to be used, the Con¬ 
tracting Officer shall submit the question, 
together with his recommendation, to the 
Secretary of Labor for final determination 

(c) In the event it is found by the Con¬ 
tracting Officer that any laborer or mechanic 
employed by the Contractor or any subcon¬ 
tractor directly on the site of the work cov¬ 
ered by this contract has been or is being 
paid at a rate of wages less than the rate of 
wages required by paragraph (a) of this 
clause, the Contracting Officer may (1> b >’ 
written notice to the Government Prime Con¬ 
tractor terminate his right to proceed with 
the work, or such part of the work as to 
which there has been a failure to pay said 
required wages, and (2) prosecute the work 
to completion by contract or otherwise, 
whereupon such Contractor and his sureties 
shall be liable to the Government for any 
excess costs occasioned the Government 
thereby. 

(d) Paragraphs (a), (b) and (c) of the 
clause shall apply to this contract to the 
extent that it is (1) a prime contract with 
the Government subject to the Davis-Bacon 
Act or (2) a subcontract also subject to the 
Davis-Bacon Act under such prime contract. 

(b) Contract Work Hours Standards 
Act—overtime compensation. 
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Contract Work Hours Standards Act— 

Overtime Compensation (40 U.S.C. 327- 

330) (November 1964) 

(a) The Contractor shall not require or 
permit any laborer or mechanic In any work¬ 
week in which he is employed on any work 
under this contract to work In excess of 8 
hours in any calendar day or In excess of 40 
hours in such workweek on work subject to 
the provisions of the Contract Work Hours 
Standards Act unless such laborer or me¬ 
chanic receives compensation at a rate not 
less than one and one-half times his basic 
rate of pay for all such hours worked in ex¬ 
cess of 8 hours in any calendar day or in 
excess of 40 hours in such workweek, which¬ 
ever is the greater number of overtime hours. 

(b) In the event of any violation of the 
provisions of paragraph (a), the Contractor 
shall be liable to any affected employee for 
any amounts due. and to the United States 
for liquidated damages. Such liquidated 
damages shall be computed with respect to 
each individual laborer or mechanic em¬ 
ployed in violation of the provisions of para¬ 
graph (a) in the sum of $10 for each calen¬ 
dar day on which such employee was required 
or permitted to be employed on such work in 
excess of 8 hours or in excess of the standard 
workweek of 40 hours without payment of 
the overtime wages required by paragraph 

(a). 

(c) Apprentices. 

Apprentices (November 1964 ) 

(a) Apprentices will be permitted to work 
as such only when they are registered, in¬ 
dividually, under a bona fide apprenticeship 
program registered with a State apprentice¬ 
ship agency which is recognized by the Bu¬ 
reau of Apprenticeship and Training, U.S. 
Department of Labor; or, if no such recog¬ 
nized agency exists in a State, under a pro¬ 
gram registered with the aforesaid Bureau 
of Apprenticeship and Training. The allow¬ 
able ratio of apprentices to Journeymen in 
any craft classification shall not be greater 
than the ratio permitted to the Contractor as 
to his entire work force under the registered 
program. Any employee listed on a payroll 
at an apprentice wage rate, who is not reg¬ 
istered as above, shall be paid the wage rate 
determined by the Secretary of Labor for the 
classification of work he actually performed. 

(b) The Contractor shall furnish written 
evidence of the registration of his program 
and apprentices as well as of the appropriate 
ratio and wage rates, prior to using any ap¬ 
prentices in the contract work. 

(d) Payrolls and payroll records. 

Payrolls and Payroll Records 
(November 1964) 

(a) The Contractor shall maintain pay¬ 
rolls and basic payroll records during the 
course of the work and shall preserve them 
for a period of 3 years thereafter for all la¬ 
borers and mechanics working at the site of 
the work. Such records shall contain the 
name and address of each such employee, his 
correct classification, rate of pay, daily and 
weekly number of hours worked, deductions 
niflde and actual wages paid. 

(b) The Contractor shall submit weekly a 
®opy of all payrolls to the Contracting Officer 
ine Government Prime Contractor shall be 
responsible for the submission of copies of 
Payrolls of all subcontractors. The copy shall 
be accompanied by a statement signed by the 
contractor indicating that the payrolls are 
correct and complete, that the wage rates 
contained therein are not less than those 
determined by the Secretary of Labor, and 
oat the classifications set forth for each 
Poorer or mechanic conform with the work 
oe performed. Submission of the “Weekly 

atement of Compliance** required under 
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this contract and the Copeland Regulations 
of the Secretary of Labor (29 CPR, Part 3) 
shall satisfy the requirement for submission 
of the above statement. 

(c) The Contractor shall make his employ¬ 
ment records available for inspection by 
authorized representatives of the Contract¬ 
ing Officer and the Department of Labor, and 
shall permit such representatives to inter¬ 
view employees during working hours on the 
Job. 

(e) Compliance with Copeland Rcgu - 
lations. 

Compliance With Copeland Regulations 
(November 1964) 

The Contractor shall comply with the 
Copeland Regulations of the Secretary of 
Labor (29 CFR, Part 3) which are incorpo¬ 
rated herein by reference. 

(f) Withholding of funds. 

Withholding op Funds (November 1964) 

(a) The Contracting Officer may withhold 
or cause to be withheld from the Government 
Prime Contractor so much of the accrued 
payments or advances as may be considered 
necessary (1) to pay laborers and mechanics 
employed by the Contractor or any subcon¬ 
tractor on the work the full amount of wages 
required by the contract, and (2) to satisfy 
any liability of any Contractor for liquidated 
damages under paragraph (b) of the clause 
entitled “Contract Work Hours Standards 
Act—Overtime Compensation.*' 

(b) If any Contractor fails to pay any 
laborer or mechanic employed or working on 
the site of the work, all or part of the wages 
required by the contract, the Contracting 
Officer may. after written notice to the Gov¬ 
ernment Prime Contractor, take such action 
as may be necessary to cause suspension of 
any further payments or advances until such 
violations have ceased. 

(g) Subcontracts, 

Subcontracts (November 1964) 

The Contractor agrees to insert the clauses 
hereof entitled “Davis-Bacon Act,’* “Contract 
Work Hour Standards Act—Overtime Com¬ 
pensation,’* “Apprentices.** “Payrolls and 
Payroll Records.** “Compliance with Cope¬ 
land Regulations,*' “Withholding of Funds.'* 
“Subcontracts." and “Contract Termina¬ 
tion—Debarment" in all subcontracts. The 
term “Contractor” as used in such clauses in 
any subcontract shall be deemed to refer to 
the subcontractor except In the phrase “Gov¬ 
ernment Prime Contractor.” 

(h) Contract termination — debarment. 

Contract Termination—Debarment 
(November 1964) 

A breach of the clauses hereof entitled 
“Davis-Bacon Act," “Contract Work Hours 
Standards Act—Overtime Compensation,” 
“Apprentices,” “Payrolls and Payroll Rec¬ 
ords,” “Compliance with Copeland Regula¬ 
tions," “Withholding of Funds,” and “Sub¬ 
contracts" may be grounds for termination of 
the contract, and for debarment as provided 
in 29 CFR 6.6. 

When Standard Form 19A (June 1964 
Edition) is used, the clauses entitled, 
“Withholding of Funds/' “Subcontracts/' 
and “Contract Termination—Debar¬ 
ment” therein shall be used in lieu of the 
clauses in paragraphs (f), (g) and (h) 
of this section. 

§ 18—12.403—2 Contracts for $2,000 or 
less. 

Every construction contract for $2,000 
or less for work within the United States 
shall include the following clauses: 
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(a) Nonrebate of wages. 

Nonrebate of Wages (January 1964) 

The Regula tion s issued by the Secretary 
of Labor (29 CFR. Part 3) pursuant to the 
Anti-Kickback Act, as amended (40 US.C. 
276c. 18 U.S.C. 874), are applicable to this 
contract. (In substance they provide that 
no deductions may be made from wages 
except those required by law or permitted by 
the Regulations, that contractors and sub¬ 
contractors shall preserve for 3 years after 
completion of the work payrolls which con¬ 
tain for each employee, his name, address, 
correct classification, rate of pay, dally and 
weekly number of hours worked, deductions 
made, and actual wages paid, and shall sub¬ 
mit weekly a statement of compliance, the 
form of which is stated in the Regulations.) 

(b) Subcontractors — termination. 

Subcontractors—Termination 
(January 1964) 

The Contractor agrees to insert the clause 
hereof entitled “Nonrebate of Wages’* in aU 
subcontracts under this contract. The term 
“Contractor" as used in such clause in any 
subcontract shall be deemed to refer to the 
subcontractor. Breach of the requirements 
of this clause may be grounds for the 
termination of this contract. 

When using Standard Form 19, delete 
paragraphs (a), (b), and (c) of clause 
10 thereof, "Labor Standards Provisions 
Applicable to Contracts Not in Excess 
of $2,000," and substitute paragraphs 
(a) and (b) of this section. 

§ 18—12.403—3 Overseas contracts. 

Every construction contract in excess 
of $2,000 for work outside the United 
States but within the jurisdiction of the 
United States as stated in § 18-12.302- 
2(c) shall include the following clauses: 

(a) The Contract Work Hours Stand¬ 
ards Act—Overtime Compensation clause 
set forth in § 12.403-1 (b); 

(b) Subcontracts. 

Subcontracts (November 1964) 

The Contractor agrees to Insert this "Sub¬ 
contracts" clause and the "Contract Work 
Hours Standards Act—Overtime Compensa¬ 
tion** and "Contract Termination—Debar¬ 
ment*' clauses of this contract In all sub¬ 
contracts. 

(c) Contract termination — debarment. 

Contract Termination—Debarment 
(November 1964) 

A breach of the "Contract Work Hours 
Standards Act—Overtime Compensation" and 
the "Subcontracts** clauses of this contract 
may be grounds for termination of the con¬ 
tract, and for debarment as provided in 29 
CFR 6.6. 

§ 1^-12.403-4 Contracts with a State or 
political subdivision. 

In the case of construction contracts 
in excess of $2,000 with a State or politi¬ 
cal subdivision thereof, the contract 
clauses required by § 18-12.403-1 shall be 
inserted and each clause shall be pref¬ 
aced by the following provision: 

The Contractor agrees to insert the follow¬ 
ing in all subcontracts hereunder with 
private persons or firms. (September 1962) 

§ 18-12.403—5 Contracts for work at the 
Mississippi Test Facility (MTF) Area. 

(a) Project Stabilization Agreement 
for NAS A -Mississippi Test Facility. 

18, 1966 
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(1) A Project Stabilization Agreement 
applicable to the NASA-Mississippi Test 
Facility has been negotiated by the Con¬ 
tractors* Associations and other local 
and national associations of contractors, 
the Gulf Coast Mississippi Building and 
Construction Trades Council, and the 
Building and Construction Trades De¬ 
partment, AFL-CIO. 

(2) The Agreement, effective July 1. 
1963, contains, among other factors, cer¬ 
tain money provisions (Le., rates and 
amounts for wages and other compen¬ 
sation, including but not limited to fringe 
benefits, overtime and shift premiums, 
and holiday and travel pay) which have 
been agreed upon for the period of the 
Project Stabilization Agreement. 

(b) Administrator’s determination. 
On September 26, 1963, pursuant to the 
authority of Public Law 85-804 (50 U.S.C. 
1431-35) the Administrator, NASA, de¬ 
termined for the performance of con¬ 
struction work at Mississippi Test Facil¬ 
ity, that in order to facilitate the 
national defense it is necessary to include 
in all contracts, and amendments and 
modifications thereof a clause requiring 
all contractors and all subcontractors to 
abide by the money provisions of the 
Project Stabilization Agreement. This 
determination will remain in effect until 
June 30, 1966, unless sooner terminated 
or extended by the Administrator. 

(c) Requirements for use of clause . 
All applicable invitations for bids, re¬ 
quests for proposals, and contracts and 
modifications thereto issued by or on 
behalf of NASA shall include the fol¬ 
lowing clause: 

Employee Compensation for NASA-Missis¬ 
sippi Test Facility (November 1964) 

(a) The Contractor shall pay to laborers 
and mechanics wages and other compensa¬ 
tion, including but not limited to fringe 
benefits, overtime premiums, shift pre¬ 
miums, holiday pay, and travel pay, at the 
rate and in the amounts set forth in the 
attached Table of Employee Compensation, 
except as provided in paragraph (f) hereof. 
The obligation of the Contractor to pay 
fringe benefits shall be discharged by making 
payments to a fund or funds established for 
the purpose of providing one or more fringe 
benefits; or by paying their monetary equiv¬ 
alent directly to the laborers and mechanics 
not covered by such established funds to 
whom such benefits are applicable; or by a 
combination of the foregoing. 

(b) Amounts for wages, and other com¬ 
pensation of the kinds described in para¬ 
graph (a) above, which are in excess of the 
higher of the rates and amounts required 
by this contract and reflected in the attached 
wage determination decision of the Secre¬ 
tary of Labor or the attached table of Em¬ 
ployee Compensation, will not be recognized 
in any contract negotiations or pricing ac¬ 
tions under a fixed-price type contract, and 
will not be recognized as an allowable cost 
under any cost-reimbursement type contract. 

(c) This clause applies to all work under 
this contract (Including subcontract), to 
which the Davls-Bacon Act is applicable, per¬ 
formed at the NASA Mississippi Test Facility 
in Hancock and Pearl River Counties, Miss., 
and St. Tammany Parish, La. 

(d) (1) In the event of failure to pay any 
laborer or mechanic the compensation re¬ 
quired by this clause, the Contracting Officer 
may suspend any payments to the Contrac¬ 
tor, in whole or in part, until such violation 
has ceased. Furthermore, this contract may 


be terminated for -default for breach of any 
requirement under this clause. 

(2) The rights and remedies of the Gov¬ 
ernment provided in this clause shall not 
be exclusive and are in addition to any other 
rights and remedies provided by law or under 
this contract. 

(e) The Contractor agrees to Insert the 
substance of this clause, including this par¬ 
agraph (e). in any subcontract for the per¬ 
formance of any work described in paragraph 
(c) hereof. 

(f) The requirements of this clause are in 
addition to, and shall not relieve the Con¬ 
tractor of, any obligation imposed by any 
other clauses of this contract, Including 
those entitled “Davls-Bacon Act,'* “Contract 
Work Hours Standards Act—Overtime Com¬ 
pensation,” “Apprentices,” “Payrolls and 
Payroll Records,” “Compliance With Cope¬ 
land Regulations,” “Withholding of Funds," 
“Subcontracts,” and “Contract Termina¬ 
tion—Debarment.” 

(g) The Contractor agrees to maintain 
payroll and personnel records during the 
course of work subject to this clause, and 
to preserve such records for a period of three 
years thereafter, for all laborers and me¬ 
chanics performing such work. Such rec¬ 
ords will contain the name and address of 
each such employee, his correct classifica¬ 
tion, rate of pay, daily and weekly number 
of hours worked, and the dates and hours of 
the day within which such work was per¬ 
formed. deductions made and amounts for 
wages and other compensation of the kinds 
described in paragraph (a) hereof. Wages 
and other compensation. Including fringe 
benefits, paid into any established fund or 
paid directly to workmen and all deductions 
made pursuant to this clause or applicable 
provisions of law shall be reflected in weekly 
payroll statements submitted by the Con¬ 
tractor pursuant to the clause of this con¬ 
tract entitled “Payrolls and Payroll Records.” 
The Contractor agrees to make these records 
available for inspection by the Contracting 
Officer and will permit him to interview em¬ 
ployees during working hours on the Job. 

A current Table of Employee Compen¬ 
sation shall also be included in contracts 
utilizing this clause. (The “Schedule of 
Wages and Fringe Benefits” of the 
“Table of Employee Compensation” is 
maintained on a current basis by the 
Corps of Engineers, Office of the District 
Engineer, Mobile. Ala., as agent for 
NASA.) Because use of this clause is 
based on a determination made pursuant 
to Public Law 85-804, the contracting of¬ 
ficer shall cite such statute in an appro¬ 
priate place in the contract and shall as¬ 
sure compliance with the requirements 
of § 18-17.108 with respect to all con¬ 
tracts which include this clause. 

Sections 18-12.404—4 and 18-12.404-8 
revised. 

§ 18-12.404—4 Apprentices. 

(a) In accordance with Section 5.5(a) 
(4) of the Department of Labor Regula¬ 
tions (29 CFR Part 5) as implemented by 
Memorandum No. 59, issued on June 24, 
1964, from the Office of the Solicitor, the 
Labor Department will no longer list ap¬ 
prentice rates on wage determinations 
under the Davis-Bacon Act and related 
acts. Future determinations will con¬ 
tain the following notation: 

Before using apprentices on the Job. the 
contractor shall present to the Contracting 
Officer written evidence of registration of 
such employees In a program of a State ap¬ 
prenticeship and training agency approved 


and recognized by tbe TJ.S. Bureau of Ap¬ 
prenticeship and Training. In the absence 
of such a State agency, the contractor shall 
submit evidence of approval and registration 
by the TJ.S. Bureau of Apprenticeship and 
Training. 

The contractor shall submit to the Con¬ 
tracting Officer written evidence of the estab¬ 
lished apprentice-journeyman ratios and 
wage rates In the project area, which will be 
the basis for establishing such ratios and 
rates for the project under the applicable 
contract provisions. (November 1964) 

(b) Any employee of a contractor 
listed on a payroll at an apprentice wage 
rate, who is not registered as an appren¬ 
tice and within an established appren¬ 
tice-journeyman ratio, as provided in (a) 
of this section, shall be paid the wage 
rate determined by the Secretary of 
Labor for tho classification of work he 
actually performed. 

§ 12.404—8 Enforcement reports. 

(a) Where underpayments total $500 
or more, or are willful, the contracting 
officer concerned shall furnish to the De¬ 
partment of Labor, through the NASA 
Labor Relations Office (Code KL), as 
soon as practicable, a detailed enforce¬ 
ment report. Such reports shall include 
a statement oi the findings as to the vio¬ 
lations and Information as to restitution 
made, payment deductions, contract ter¬ 
minations. and the names and addresses 
of the workers, contractors and subcon¬ 
tractors concerned. (For willful viola¬ 
tions of a criminal statute, see § 18- 
12.404-8(c).) 

(b) Where underpayments total less 
than $500 and are nonwillful, and wdiere 
restitution has been effected and future 
compliance assured, no report need be 
furnished the Department of Labor, un¬ 
less the Department of Labor has ex¬ 
pressly requested that the investigation 
be made. In the latter case, the con¬ 
tracting officer shall submit through the 
NASA Labor Relations Office (Code KL), 
a factual summary report in accordance 
with 29 CFR 5.7(a)(1). 

(c) Where there is substantial evi¬ 
dence that violations are willful and in 
breach of the False Affidavits Act (18 
U.S.C. 1001) or other criminal statute, 
the matter shall be forwarded to the At¬ 
torney General for prosecution, and the 
Secretary of Labor shall be Informed of 
such action. 

(d) (1) The Department of Labor 
Regulation (29 CFR 5) as implemented 
by Memorandum No. 60, issued on June 
25, 1964, by the Solicitor of Labor, re¬ 
quires that semiannual enforcement re¬ 
ports on compliance with and enforce¬ 
ment of the labor standards provisions 
of the Davis-Bacon Act and related acts 
be submitted covering the periods oj 
January 1 through June 30 and July 1 
through December 31, respectively. 
These reports shall cover contracts 
awarded directly by NASA and shall be 
submitted, in duplicate, by January iu 
and July 10 of each yea r to the Office oi 
Procurement, Code KDM, for consolida¬ 
tion and submission to the Department 
of Labor. The first report is due in the 
Office of Procurement by January 10, 
1965, covering the period July 1 through 
December 31, 1964. Negative reports 
are required. 
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(2) The reports shall be prepared in 
accordance with the following format: 

SEMIANNUAL LABOR COMPLIANCE REPORT TO 

the Department op Labor Pursuant to 

Section 5.7(b) op Regulations, Part 6 

Date_ 

This report covers period from_ 

to.. 19-.. 

I. a. Number of contracts awarded subject 

to labor standards statutes__ (Include 

contracts awarded during the period, all or 
part of which were subject to the coverage 
of any of the statutes listed In 29 CFR 5.1, 
except for contracts awarded for NASA by 
other Government agencies; e.g., the Corps of 
Engineers). 

b. Number of contracts on which precon¬ 
struction letters were sent_ 

c. Number of contracts on which precon¬ 
struction conferences were held_ 

d. Number of contracts on which letters of 

notice were sent to contractors emphasizing 
importance of future compliance ___ 

II. a. Total gross payroll amount $_ 

(Total gross payroll amount is the sum of 
all gross payments made to laborers and me¬ 
chanics during the reporting period. Con¬ 
tractor’s Weekly Payroll Statement forms 
used by most agencies require that the gross 
payroll amount be shown on the Payroll 
Statement. This item requires merely the 
totalling of those gross amounts.) 

b. Number of employee interviews con¬ 
ducted -: l. Written,_; 2. Oral, 

- (Written interviews, which can be 

facilitated by use of employee interview 
forms, should be supported by interview 
statements on file.) 

c. Amount of wage restitution made under 

Davis-Bacon and related acts *_; under 

Contract Work Hours Standards Act $_ 

(“Davis-Bacon and related acts” refers to all 
prevailing wage statutes listed in 29 CFR 
5.1. whereas the Contract Work Hours Stand¬ 
ards Act has reference to dally and weekly 
overtime). 

d. Total number of workers who received 

restitution payments__ 

e. Amount of liquidated damages assessed 

ior violations of Contract Work Hours Stand¬ 
ards Act $_ 

f. Number of complaints received alleging 
violations of the contract labor standards 

requirements.. (This item refers to 

complaints and inquiries from all sources, 
including employees, unions, the agency’s 
Washington headquarters, the Department of 
Labor, or members of Congress). 

m.a. Number of visits to field officers by 
w contracting agency’s Washington head¬ 
quarters personnel to review labor standards 
compliance program__ 

b. Number of visits to contract sites by Di¬ 
vision, District, or Regional Offices of agency 
w review labor standards compliance pro- 
.. (“Visit” as referred to In Items 

a. and b. above means a visit to an activity 
oy one or more persons for an in-depth re¬ 
tires) lab ° r 6tandard3 compliance proce- 

IV. Remarks: 

(Signed) __ 

(Name) 


(Title) 


(Installation) 

Section 18-12.603 revised. 

§ 18—12.603 Responsibility of contract. 
*ng officers. 

Whenever the Walsh-Healey Public 
ontracts Act is applicable, the con¬ 
tacting officer, pursuant to regulations 
°r instructions issued by the Secretary 
of Labor, shall: 


(a) Inform prospective contractors of 
the possible applicability of minimum 
wage determinations; 

(b) Furnish to the contractor a poster 
(Form PC 13) ; 

(c) Furnish to the contractor a form 
letter (Form WH 12) explaining applica¬ 
tion of the Walsh-Healey Public Con¬ 
tracts Act and giving instructions for 
display of the poster; 

(d) Prepare and transmit to the De¬ 
partment of Labor 3 copies of Standard 
Form 99 (Notice of Award of Contract) 
immediately upon award of contract; 
and 

(e) Report to the Department of Labor 
any violation of the representations or 
stipulations required by the Walsh- 
Healey Public Contracts Act. 

Subpart 18-12.8 revised in its entirety. 

Subpart 18-12.8—Equal Employment 
Opportunity 

§ 18—12.800 Scope of fcubpurt. 

This Subpart 18-12.8 sets forth the 
policies, procedures and clauses for use in 
contracts and grants to carry out the 
rules and regulations of the President’s 
Committee on Equal Employment Op¬ 
portunity. (Nondiscrimination provi¬ 
sions applicable to Government leases 
are set forth in 1.350.) 

§ 18-12.801 Policy. 

Executive Order 10925, dated March 6, 
1961, as amended by Executive Order 
11114, dated June 22, 1963, states that 
discrimination because of race, creed, 
color or national origin is contrary to 
the constitutional principles and policies 
of the United States, and that it is the 
plain and positive obligation of the U.S. 
Government to promote and insure equal 
opportunity for all qualified persons, 
without regard to race, creed, color or 
national origin, employed by, or seeking 
employment with, Government contrac¬ 
tors. To carry out this policy, the Presi¬ 
dent's Committee on Equal Employment 
Opportunity was created by Executive 
Order 10925 to provide regulations, 
guidelines and instructions to Govern¬ 
ment agencies. The head of each con¬ 
tracting agency was made primarily re¬ 
sponsible for obtaining compliance by 
any contractor or subcontractor with the 
provisions of the Executive Order and 
the rules, regulations, and orders of the 
President's Committee. Although initial 
emphasis for obtaining compliance 
should be placed upon methods of con¬ 
ference conciliation, mediation and per¬ 
suasion, if such measures do not succeed 
in obtaining the necessary degree of 
progress, consideration will be given to 
invoking the appropriate sanctions as 
set forth in § 18-12.806-8. 

§ 18—12.801—1 Definitions. 

For the purpose of this Subpart 18-12.8 
each of the following terms has the 
meaning set forth below: 

(a) “Committee” means the Presi¬ 
dent’s Committee on Equal Employment 
Opportunity. 

(b) “Chairman” means the Chairman 
of the Committee. 
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(c) “Vice Chairman” means the Vice 
Chairman of the Committee. 

(d) “Executive Vice Chairman” 
means the Executive Vice Chairman of 
the Committee. 

(e) “Order” means Executive Order 
10925 of March 6, 1961 (26 F.R. 1977), 
as amended by Parts II and IH of Ex¬ 
ecutive Order 11114 of June 22, 1963 (28 
F.R. 6485). 

(f) “Orders” means those parts of 
Executive Order 10925 of March 6. 1961, 
relating to Government contracts and 
Executive Order 11114 of June 22, 1963. 

(g) “Contract” means any Govern¬ 
ment contract or any federally assisted 
construction contract. 

(h) “Government contract” means 
any binding legal agreement or modifi¬ 
cation thereof between the Government 
and a contractor for supplies or services, 
including construction, or for the use 
of Government property, in which the 
parties, respectively, do not stand in the 
relationship of employer and employee. 

(i) “Federally assisted construction 
contract” means any binding legal 
agreement or modification thereof be¬ 
tween an applicant and a contractor for 
construction work which is paid for in 
whole or in part with funds obtained 
from the Federal Government or bor¬ 
rowed on the credit of the Federal Gov¬ 
ernment pursuant to any Federal pro¬ 
gram involving a grant, loan, insurance 
or guarantee, or undertaken pursuant to 
any Federal program involving such 
grant, loan, insurance or guarantee; or 
any approved application or modifica¬ 
tion thereof for a grant, loan, insurance 
or guarantee under which the applicant 
itself performs construction work other 
than through the permanent work force 
directly employed by an agency of 
Government. 

(j) “Modification” means any written 
alteration in the terms and conditions 
of a contract accomplished by bilateral 
action of the parties to the contract, 
including supplemental agreements and 
amendments. 

(k) “Subcontract” means any agree¬ 
ment made or purchase order executed 
by a prime contractor where a material 
part of the supplies or services covered 
by such agreement or purchase order is 
being obtained for use in the perform¬ 
ance of a contract. 

(l) “Prime contractor” means any 
person holding a contract. 

(m) “Subcontractor” means any per¬ 
son holding a subcontract. “First-tier 
subcontractor” refers to a subcontractor 
holding a subcontract with a prime con¬ 
tractor. “Second-tier subcontractor” re¬ 
fers to a subcontractor holding a sub¬ 
contract with a first-tier subcontractor. 

(n) “Agency” means any contracting 
or any administering agency. 

(o) “Contracting agency” means any 
department (including the Departments 
of the Army, Navy, and Air Force), 
agency and establishment in the Execu¬ 
tive Branch of the Government, includ¬ 
ing any wholly owned Government cor¬ 
poration, which enters into contracts. 

(p) “Administering agency” means 
any department (including the Depart¬ 
ments of the Army, Navy, and Air 
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Force), agency and establishment in the 
Executive Branch of the Government, 
including any wholly owned Government 
corporation, which administers a pro¬ 
gram involving federally assisted con¬ 
struction contracts. 

(q) “Applicant” means an applicant 
for Federal assistance or, as determined 
by regulation of an administering 
agency, other program participant, with 
respect to whom an application for any 
grant, loan, insurance or guarantee, or 
change therein, is not finally acted upon 
prior to July 22, 1963, and it includes 
such an applicant after becoming a re¬ 
cipient of such Federal assistance. 

(r) “Equal Opportunity clause” means 
the contract provisions set forth in 
§ 18-802-1 or § 18-802-2. 

(s) “Rules, regulations and relevant 
orders’* of the Committee as used herein 
mean rules, regulations and relevant 
orders issued pursuant to the Orders and 
in effect at the time the particular con¬ 
tract subject to the Orders was entered 
into. 

(t) “United States” as used herein 
shall include the Commonwealth of 
Puerto Rico, the Panama Canal Zone and 
the possessions of the Unitea States. 

(u) “Standard commercial supplies” 
means an article: 

(1) Which in the normal course of 
business is customarily maintained in 
stock by the manufacturer or any dealer, 
distributor, or other commercial dealer 
for the marketing of such article; or 

(2) Which is manufactured and sold 
by two or more persons for general com¬ 
mercial or industrial use or which is iden¬ 
tical in every material respect with an 
article so manufactured and sold. 

(v) “Construction work” means the 
construction, rehabilitation, alteration, 
conversion, extension, demolition, or re¬ 
pair of buildings, highways, or other 
changes or improvements to real prop¬ 
erty, including facilities providing utility 
services. 

(w) “Site of construction” means the 
physical location of any building, high¬ 
way or other change or improvement to 
real property which is undergoing con¬ 
struction, rehabilitation, alteration, con¬ 
version. extension, demolition, or repair 
and any temporary location or facility 
established by a contractor or subcon¬ 
tractor specifically to meet the demands 
of his contract or subcontract. 

(x) The term “contracting officer” in¬ 
cludes the official signing a grant, or any 
modification thereof, for the Govern¬ 
ment. 

(y) “Grantee” is the institution, state, 
agency, industrial firm, individual or or¬ 
ganization receiving a grant from the 
Federal Government. 

(z) “Contracts Equal Employment Op¬ 
portunity Program (CEEOP ) 99 means the 
program required by the rules and regu¬ 
lations of the President’s Committee on 
Equal Employment Opportunity involv¬ 
ing Government contractors and their 
subcontractors, as implemented by these 
regulations for accomplishing the objec¬ 
tives of Executive Order 10925, as 
amended. 


§ 18-12.801-2 References to terms. 

(a) All references in this Subpart 18- 
12.8 to the “Clause” shall be deemed to 
refer to the Equal Opportunity Clause 
set forth in § 18-12.802-1, and shall be 
deemed to include the “Equal Opportu¬ 
nity in Federally Assisted Construction 
Contracts” clause set forth in § 18- 
12.802-2, unless not appropriate to the 
context. 

(b) All references in this Subpart 18- 
12.8 to contracts and subcontracts, or to 
contractors and subcontractors, shall be 
deemed to include grants and grantees 
respectively, when appropriate to the 
context. 

(c) All references to a NASA installa¬ 
tion shall be deemed to include any field 
establishment of NASA having a pro¬ 
curement office, regardless of whether 
the establishment is designated as a lab¬ 
oratory, center, office, or by any other 
name; and shall include at NASA Head¬ 
quarters, the Office of Administration and 
the Office of Research Grants and Con¬ 
tracts; and all reference to the Director 
of a NASA installation shall be deemed 
to include the head of such field estab¬ 
lishment, and at NASA Headquarters, the 
Director of Administration with reference 
to the Office of Administration, and the 
Associate Administrator for Space Sci¬ 
ence and Applications with reference to 
the Office of Research Grants and Con¬ 
tracts. 

§ 18-12.802 Claudes for contracts, 
grants, or other arrangements. 

§ 18-12.802-1 NASA contracts. 

Except as otherwise provided in § 18- 
12.802-3, all NASA contracts, including 
bilateral modifications thereof, shall in¬ 
clude the Equal Opportunity clause set 
forth below unless exempt under the pro¬ 
visions of § 18-12.803, or exempted pur¬ 
suant to § 18-12.804. 

Equal Opportunity Clause (July 1964) 

(The following clause is applicable unless 
this contract Is exempt under the rules and 
regulations of the President's Committee on 
Equal Employment Opportunity issued pur¬ 
suant to Executive Order 10925 of March 
6, 1961 (26 FR. 1977), as amended by Execu¬ 
tive Order 11114 of June 22, 1963 ( 28 F.R. 
6485).) 

During the performance of this contract, 
the Contractor agrees as follows: 

(a) The Contractor will not discriminate 
against any employee or applicant for em¬ 
ployment because of race, creed, color, or 
national origin. The Contractor will take 
affirmative action to ensure that applicants 
are employed, and that employees are treated 
during employment without regard to their 
race, creed, color, or national origin. Such 
action shall Include, but not be limited to 
the following: employment, upgrading, de¬ 
motion or transfer; recruitment or recruit¬ 
ment advertising; layoff or termination; rates 
of pay or other forms of compensation; and 
selection for training, including apprentice¬ 
ship. The Contractor agrees to po6t in con¬ 
spicuous places, available to employees and 
applicants for employment, notices to be 
provided setting forth the provisions of this 
Equal Opportunity clause. 

(b) The Contractor will, in all solicitations 
or advertisements for employees placed by or 
on behalf of the Contractor, state that all 
qualified applicants will receive considera¬ 


tion for employment without regard to race, 
creed, color, or national origin. 

(c) The Contractor will send to each labor 
union or representative of workers with 
which he has a collective bargaining agree¬ 
ment or other contract or understanding, a 
notice to be provided advising the said labor 
nninn or workers’ representative of the Con¬ 
tractor’s commitments under tills Equal Op¬ 
portunity clause, and shall post copies of the 
notice in conspicuous places available to em¬ 
ployees and applicants for employment. 

(d) The Contractor will comply with all 
provisions of Executive Order 10925 of March 
6. 1961, as amended by Executive Order 
11114 of June 22, 1963. and of the rules, 
regulations, and relevant orders of the Presi¬ 
dent’s Committee on Equal Employment Op¬ 
portunity created thereby. 

(e) The Contractor will furnish all in¬ 
formation and reports required by Executive 
Order 10925 of March 6, 1961. as amended 
by Executive Order 11114 of June 22, 1963. 
and by the rules, regulations, nnd orders of 
the said Committee, or pursuant thereto, and 
will permit accers to his books, records, and 
accounts by the administering agency and 
the Committee for purposes of Investigation 
to ascertain compliance with such rules, 
regulations, and orders. 

(f) In the event of the Contractor's non- 
compliance with this Equal Opportunity 
clause or with any of the said rules, regu¬ 
lations, or orders, this contract may be can¬ 
celled, terminated, or suspended in whole 
or In part and the Contractor may be de¬ 
clared Ineligible for further Government 
contracts or federally assisted construction 
contracts in accordance with procedures au¬ 
thorized in Executive Order 10925 of March 6 
1961, as amended by Executive Order 11114 
of June 22, 1963, and such other sanctions 
may be imposed and remedies Invoked as pro¬ 
vided in the said Executive Order or by rule, 
regulation, or order of the President’s Com¬ 
mittee on Equal Employment Opportunity, 
or as otherwise provided by law. 

(g) The Contractor will Include the pro¬ 
visions of paragraphs (a) through (g) in 
every subcontract or purchase order unless 
exempted by rules, regulations, or orders of 
the President’s Committee on Equal Em¬ 
ployment Opportunity issued pursuant to 
Section 303 of Executive Order 10925 of 
March 6. 1961, as amended by Executive 
Order 11114 of June 22. 1963, so that such 
provisions will be binding upon each sub¬ 
contractor or vendor.* The Contractor will 
take such action with respect to any sub¬ 
contract or purchase order as the adminis¬ 
tering agency may direct as a means of en¬ 
forcing such provisions, Including sanctions 
for noncompliance: Provided , however, That 
in the event a Contractor becomes Involved 
In, or is threatened with, litigation with a 
subcontractor or vendor as a result of such 
direction by the agency, the Contractor may 
request the United States to enter into such 
litigation to protect the interests of the 
United States. 

§ 18-12.802-2 Federally nsMatcd con¬ 
struction under grants and arrange¬ 
ments. 

Unless exempt under the provisions of 
§ 18-12.803 or exempted pursuant to 


•Unless otherwise provided, the Equal Op¬ 
portunity clause is not required to be in¬ 
serted in subcontracts below the second 
tier, except for subcontracts Involving the 
performance of “construction work’’ at the 
“site of construction” (as those terms are 
defined in the Committee’s rules and regula¬ 
tions) in which case the clause must be in¬ 
serted in all such subcontracts. Subcon¬ 
tracts may incorporate by reference the 
Equal Opportunity clause. 
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§ 18-12.804, each NASA grant or arrange¬ 
ment other than a contract, and bilateral 
modifications thereof, involving a fed¬ 
erally assisted construction contract shall 
include the following “Equal Opportu¬ 
nity in Federally Assisted Construction 
Contracts’* clause: 

Equal Opportunity in Federally Assisted 

Construction Contracts (August 1964) 

(The following clause Is applicable unless 
this contract Is exempt under the rules and 
regulations of the President's Committee on 
Equal Employment Opportunity Issued pur¬ 
suant to Executive Order 10925 of March 6, 
1961 (26 FJt. 1977), as amended by Execu¬ 
tive Order 11114 of June 22, 1963 ( 28 F.R. 
6485).) 

(a) As used In this clause, the following 
terms have the meanings set forth below: 

(1) Applicant means an applicant for 
Federal assistance or, as determined by regu¬ 
lation of an administering agency, other pro¬ 
gram participant, with respect to whom an 
application for any grant, loan, insurance or 
guarantee, or change therein. Is not finally 
acted upon prior to July 22, 1963, and it In¬ 
cludes such an applicant after becoming a 
recipient of such Federal assistance. 

(2) Construction work means the con¬ 
struction, rehabilitation, alteration, conver¬ 
sion. extension, demolition or repair of 
buildings, highways, or other changes or 
improvements to real property, including 
facilities providing utility services. 

(3) Modification means any written al¬ 
teration in the terms and conditions of a 
contract accomplished by bilateral action of 
the parties to the contract, including supple¬ 
mental agreements and amendments. 

(4) Federally assisted construction con¬ 
tract means any binding legal agreement or 
modification thereof between an applicant 
and a contractor for construction work which 
is paid for in whole or in part with funds 
obtained from the Federal Government or 
borrowed on the credit of the Federal Gov¬ 
ernment pursuant to any Federal program 
involving a grant, loan, insurance or guar¬ 
antee, or undertaken pursuant to any Fed¬ 
eral program Involving such grant, loan, 
insurance or guarantee; or any approved ap¬ 
plication or modification thereof for a grant, 
loan, insurance or guarantee under which 
the applicant itself performs construction 
work other than through the permanent 
work force directly employed by an agency 
of Government. 

(5) Administering agency means the Gov¬ 
ernment agency administering this federally 
assisted construction contract. 

(6) Subcontract means any agreement 
made or purchase order executed by a prime 
contractor where a material part of the sup¬ 
plies or services covered by such agreement 
or purchase order is being obtained for use 
in the performance of a contract. 

(7) Prime contractor means any person 
holding a contract. 

(8) Subcontractor means any person hold¬ 
ing a subcontract. First-tier subcontractor 
refers to a subcontractor holding a subcon¬ 
tract with a prime contractor. Second-tier 
subcontractor refers to a subcontractor hold¬ 
ing a subcontract with a first-tier subcon¬ 
tractor. 

(9) Site of construction means the physi¬ 
cal location of any building, highway or 
other change or improvement to real prop¬ 
erty which is undergoing construction, re¬ 
habilitation, alteration, conversion, exten¬ 
sion, demolition or repair, and any temporary 
location or facility established by a contrac¬ 
tor or subcontractor specifically to meet the 
demands of his contract or subcontract. 

(b) The applicant hereby agrees that It 
^111 incorporate or cause to be incorporated 
into any contract for construction work, or 


modification thereof, as defined in the rules 
and regulations of the President’s Commit¬ 
tee on Equal Employment Opportunity, 
which is paid for in whole or in part with 
funds obtained from the Federal Govern¬ 
ment or borrowed on the credit of the Fed¬ 
eral Government pursuant to a grant, loan, 
insurance or guarantee, or undertaken pur¬ 
suant to any Federal program Involving such 
grant, loan, insurance or guarantee, the 
Equal Opportunity clause set forth in para¬ 
graph (c) below. 

(c) The Equal Opportunity clause is as 
follows: 

Equal Opportunity (August 1964) 

(The following clause is applicable unless 
this contract is exempt under the rules and 
regulations of the President’s Committee on 
Equal Employment Opportunity issued pur¬ 
suant to Executive Order 10925 of March 6, 
1961 (26 FJt. 1977), as amended by Execu¬ 
tive Order 11114 of June 22. 1963 (28 FJt. 
6485).) During the performance of this 
contract the Contractor agrees as follows: 

(1) The Contractor will not discriminate 
against any employee or applicant for em¬ 
ployment because of race, creed, color, or 
national origin. The Contractor will take 
affirmative action to ensure that applicants 
are employed, and that employees are treated 
during employment without regard to their 
race, creed, color, or national origin. Such 
action shall include, but not be limited to 
the following: employment, upgrading, de¬ 
motion or transfer; recruitment or recruit¬ 
ment advertising; layoff or termination; rates 
of pay or other forms of compensation; and 
selection for training, including apprentice¬ 
ship. The contractor agrees to post in con¬ 
spicuous places, available to employees and 
applicants for employment, notices to be 
provided setting forth the provisions of this 
Equal Opportunity clause. 

(2) The Contractor will, in all solicitations 
or advertisements for employees placed by 
or on behalf of the Contractor, state that 
all qualified applicants will receive consider¬ 
ation for employment without regard to race, 
creed, color, or national origin. 

(3) The Contractor will send to each labor 
Tinlon or representative of workers with 
which he has a collective bargaining agree¬ 
ment or other contract or understanding, a 
notice to be provided advising the said labor 
union or workers’ representative of the Con¬ 
tractor’s commitments under this Equal Op¬ 
portunity clause, and shall post copies of 
the notice in conspicuous places available to 
employees and applicants for employment. 

(4) The Contractor will comply with all 
provisions of Executive Order 10925 of Mar *h 
6, 1961, as amended by Executive Order 11114 
of June 22, 1963. and of the rules, regula¬ 
tions, and relevant orders of the President‘3 
Committee on Equal Employment Opportu¬ 
nity created thereby. 

(5) The Contractor will furnish all in¬ 
formation and reports required by Executive 
Order 10925 of March 6, 1961, as amended 
by Executive Order 11114 of June 22. 1963, 
and by the rules, regulations, and orders of 
the said Committee, or pursuant thereto, 
and will permit access to his books, records 
and accounts by the administering agency 
and the Committee for purposes of investi¬ 
gation to ascertain compliance with such 
rules, regulations, and orders. 

(6) In the event of the Contractor’s non- 
compliance with th|s Equal Opportunity 
clause or with any of the said rules, regula¬ 
tions, or orders, this contract may be can¬ 
celled, terminated, or suspended in whole 
or in part and the Contractor may be de¬ 
clared ineligible for further Government 
contracts or federally assisted construction 
contracts in accordance with procedures au¬ 
thorized in Executive Order 10925 of March 


6. 1961, as amended by Executive Order 11114 
of June 22, 1963. and such other sanctions 
may be imposed and remedies invoked as 
provided in the said Executive Order or by 
rule, regulation or order of the President's 
Committee on Equal Employment Oppor¬ 
tunity, or as otherwise provided by law. 

(7) The Contractor will include the pro¬ 
visions of paragraphs (1) through (7) in 
every subcontract or purchase order unless 
exempted by rules, regulations or orders of 
the President’s Committee on Equal Em¬ 
ployment Opportunity Issued pursuant to 
Section 303 of Executive Order 10925 of 
March 6, 1961, as amended by Executive 
Order 11114 of June 22, 1963, so that such 
provisions will be binding upon each sub¬ 
contractor or vendor. The Contractor will 
take such action with respect to any sub¬ 
contract or purchase order as the adminis¬ 
tering agency may direct as a means of en¬ 
forcing such provisions, including sanctions 
for noncompliance: Provided , however. That 
in the event a contractor becomes involved 
in, or is threatened with, litigation with a 
subcontractor or vendor as a result of such 
direction by the agency, the Contractor may 
request the United States to enter into such 
litigation to protect the interests of the 
United States. 

(d) The applicant further agrees that it 
will be bound by the above Equal Oppor¬ 
tunity clause in any federally assisted con¬ 
struction work which it performs Itself other 
than through the permanent work force 
directly employed by an agency of Govern¬ 
ment. 

(e) The applicant agrees that It will co¬ 
operate actively with the administering 
agency and the President’s Committee on 
Equal Employment Opportunity in obtain¬ 
ing the compliance of contractors and sub¬ 
contractors with the Equal Opportunity 
clause and the rules, regulations, and rele¬ 
vant orders of the Committee, that it will 
furnish the administering agency and the 
Committee such information as they may 
require for the supervision of such compli¬ 
ance, and that it will otherwise assist the 
administering agency in the discharge of the 
agency’s primary responsibility for securing 
compliance. The applicant further agrees 
that it will refrain from entering into any 
contract or contract modification subject to 
Executive Order 11114 with a contractor de¬ 
barred from, or who has not demonstrated 
eligibility for, government contracts and 
federally assisted construction contracts 
pursuant to Part in. Subpart D. of Execu¬ 
tive Order 10925 and will carry out such 
sanctions and penalties for violation of the 
Equal Opportunity clause as may be imposed 
upon contractors and subcontractors by the 
administering agency or the Committee pur¬ 
suant to Part in, Subpart D, of Executive 
Order 10925. 

(f) In addition, the applicant agrees that 
if it fails or refuses to comply with these 
undertakings, the administering agency may 
cancel, terminate or suspend in whole or in 
part this grant (loan, insurance, guarantee), 
may refrain from extending any further 
assistance under any of its programs subject 
to Executive Order 11114 until satisfactory 
assurance of future compliance hns been re¬ 
ceived from such applicant, or may refer the 
case to the Department of Justice for appro¬ 
priate legal proceedings. 

§ 18-12.802-3 Other contractual re¬ 
quirements. 

(a) The U.S. Government Bill of Lad¬ 
ing (Standard Form 1103). in any 
amount is subject to Section 30L of 
Executive Order 10925 of March 6, 1961, 
as amended by Executive Order 11114 
of June 22, 1963, and the Equal Oppor¬ 
tunity clause will be incorporated therein 
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by reference. The provisions presently 
contained on the reverse side of the U.S. 
Government bill of lading form as Con¬ 
dition 9 are based on Executive Order 
10925 or Executive Order 10557 (19 F.R. 
5655), which the former revoked. In 
order that Standard Form 1103 reflects 
provisions of Executive Order 10925, as 
amended, and current implementing 
rules and regulations of the President's 
Committee on Equal Employment Op¬ 
portunity, it is necessary to revise the 
existing Condition 9 on the reverse side 
of the form. Such revision will be ac¬ 
complished by deletion of the present 
Condition 9 and substitution of a revised 
Condition 9, reading as follows: 

The Equal Opportunity clause contained 
in Section 301 of Executive Order 10925, 
as amended by Executive Order 11114, rela¬ 
tive to equal employment opportunity for all 
persons without regard to race, creed, color, 
or national origin, and the implementing 
rules and regulations of the President's Com¬ 
mittee on Equal Employment Opportunity 
are incorporated herein. (August 1964.) 

The issuing officer will assure that any 
U.S. Government Bill of Lading issued 
from present supplies will have a type¬ 
written, rubber stamp, or other impres¬ 
sion containing the language of the above 
revised Condition 9. 

(b) All indefinite quantity contracts, 
which are not exempted pursuant to 
§ 18-12.803 (a) (5) shall contain the Equal 
Opportunity clause prefaced by the fol¬ 
lowing sentence: 

The following clause shall be applicable 
upon written notice by the Contracting 
Officer. (August 1964.) 

(c) Prime contractors and subcon¬ 
tractors may make necessary modifica¬ 
tions in language in the Equal Opportu¬ 
nity clause as shall be appropriate to 
identify properly the parties and their 
undertakings. Subcontractors may in¬ 
corporate by reference the Equal Oppor¬ 
tunity clause. 

§ 18-12.802—4 Requirements for in¬ 
vitations for bids or requests for 
proposals. 

Each Invitation for Bids or Request 
for Proposals not exempt from the pro¬ 
visions of the Equal Opportunity clause 
under § 18-12.803 or exempted pursuant 
to § 18-12.804 shall include the following 
representation to be accomplished by the 
bidder or offeror: 

The bidder (or offeror) represents that he 

□ has, □ has not, participated In a previous 
contract or subcontract subject to either the 
Equal Opportunity clause herein or the 
clause originally contained in Section 301 
of Executive Order 10925; that he □ has, 

□ has not. filed all required compliance re¬ 
ports; and that* representations Indicating 
submissions of required compliance reports, 
signed by proposed subcontractors, will be 
obtained prior to subcontract awards. (The 
above representation need not be submitted 
in connection with contracts or subcontracts 
which are exempt from the clause.) (May 
1964.) 

In any case where a bidder or offeror 
indicates that such reports have not been 
filed, award should be withheld, pending 
the receipt of a representation from the 
bidder or offeror that he has submitted 
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all required compliance reports and that 
he will not make awards to proposed sub¬ 
contractors until he has obtained signed 
statements from them that they have 
submitted required compliance reports, 
unless the circumstances in the particu¬ 
lar case will not permit the award to be 
withheld. The file should be documented 
to show the basis upon which it was de¬ 
termined to make the award to the bid¬ 
der or offeror without submission by him 
of the representation. This should not 
be interpreted to permit award to con¬ 
cerns known to be in established viola¬ 
tion. 

§ 18-12.803 Applicability and exemp¬ 
tions. 

(a) Subject to the rules, regulations, 
and relevant orders of the President’s 
Committee on Equal Employment Op¬ 
portunity or the Executive Vice Chair¬ 
man thereof, or such further rules, reg¬ 
ulations. and relevant orders as they 
may hereafter issue, the Equal Oppor¬ 
tunity clause will not be included in the 
following: 

(1) Contracts and subcontracts not 
exceeding $10,000, other than Govern¬ 
ment bills of lading which are required 
to contain the clause regardless of 
amount. In determining the applica¬ 
bility of this exemption to any federally 
assisted construction contract, or sub¬ 
contract thereunder, the amount of such 
contract or subcontract rather than the 
amount of the Federal financial assist¬ 
ance shall govern; 

(2) Contracts and subcontracts not 
exceeding $100,000 for standard commer¬ 
cial supplies or raw materials; except 
that the Executive Vice Chairman may, 
whenever he finds it necessary or appro¬ 
priate to achieve the purposes of the 
Orders, withdraw such exemption in 
whole or in part with regard to any spec¬ 
ified articles or raw materials (supplies or 
materials shall not be procured in less 
than usual quantities to avoid appli¬ 
cability of the Equal Opportunity 
clause); 

(3) Contracts and subcontracts under 
which work is to be performed outside the 
United States and where no recruitment 
of workers within the United States is 
involved (where a contract involves per¬ 
formance of work or recruitment of 
workers both within and outside the 
United States, the Equal Opportunity 
clause will be included in the contract 
but will be applicable only to work and 
recruitment within the United States); 

(4) Contracts for the sale of Govern¬ 
ment property, where no appreciable 
amount of work is involved; 

(5) Contracts and subcontracts for an 
indefinite quantity (including, without 
limitation, open-end contracts, require¬ 
ment-type contracts, call-type contracts, 
and purchase notice agreements), under 
the following circumstances: 

- (i) When such contract or subcon¬ 
tract is not to extend for more than 1 
year and the contracting officer (or in the 
case of subcontractors, the prime con¬ 
tractor issuing the subcontract) deter¬ 
mines that the amounts to be ordered are 
not reasonably expected to exceed $100,- 
000 in the case of contracts or sub¬ 


contracts for standard commercial sup¬ 
plies and raw materials, or $10,000 in the 
case of all other contracts and subcon¬ 
tracts; or 

(ii) When such contract or subcon¬ 
tract is to extend for more than 1 year 
or continue indefinitely and the con¬ 
tracting officer (or in the case of sub¬ 
contractors, the prime contractor issuing 
the subcontract) knows in advance that 
the amounts to be ordered in any year 
under such contract or subcontract will 
not exceed the appropriate dollar limita¬ 
tion set forth in subparagraph (i) of this 
paragraph. 

When it has been determined pursu¬ 
ant to (i) or (ii) of this paragraph, that 
a contract or subcontract for an indefi¬ 
nite quantity is exempt from the require¬ 
ments of the Equal Opportunity clause, 
or that such requirements are not to be 
applicable in any 1 year, such determina¬ 
tion shall be controlling even though the 
amounts actually ordered exceed the ap¬ 
propriate dollar limitation, unless the 
scope of the contract or subcontract is 
increased to exceed the dollar limitations 
set forth in (i) of this paragraph, in 
which case an appropriate determination 
shall be made for the remaining life of 
the contract or subcontract, if not other¬ 
wise exempt; and 

(6) Contracts or subcontracts exempt¬ 
ed pursuant to § 18-12.804. 

(b) When the Equal Opportunity 
clause is included in an indefinite quan¬ 
tity contract or subcontract which is not 
to extend for more than 1 year, the 
clause shall apply even though the 
amounts actually ordered do not exceed 
the appropriate dollar limitation. 

(c) When the Equal Opportunity 
clause is included in an indefinite quan¬ 
tity contract or subcontract which is to 
extend for more than 1 year, or continue 
indefinitely, the applicability of the 
clause shall be determined by the con¬ 
tracting officer (or in the case of sub¬ 
contractors, the prime contractor issuing 
the subcontract) at the time of award 
for the first year, based upon the amounts 
that are reasonably expected to be or¬ 
dered during such year. In the event 
that the clause has been determined not 
applicable, at the time of award and the 
contract continues for more than 1 year, 
the contracting officer (or in the case of 
subcontractors, the prime contractor is¬ 
suing the subcontract), shall determine 
whether the clause applies at the end of 
each year, based upon the amounts that 
are reasonably expected to be ordered 
during the succeeding year. Once the 
clause is determined to be applicable, the 
contract or subcontract shall continue 
for its duration to be subject to such 
clause, regardless of the amounts or¬ 
dered, or reasonably expected to be or¬ 
dered, in any succeeding year. When 
the clause is determined to be applica¬ 
ble, the contracting officer shall give 
written notice of such determination to 
the contractor. In the case of subcon¬ 
tracts, the appropriate determination 
and notification shall be made by the 
prime contractor or subcontractor issuing 
the subcontract. 
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§ 18-12.804 Request for exemptions. 

(a) Section 60-1.4(b) of the rules and 
regulations of the Committee (28 F.R. 
5671) provides that the Executive Vice 
Chairman may, with the approval of the 
Vice Chairman, exempt an agency from 
requiring the inclusion of any or all of 
the Equal Opportunity clause in any spe¬ 
cific contract, or subcontract, when he 
deems that special circumstances in the 
national interest so require. The Execu¬ 
tive Vice Chairman may also, with the 
approval of the Vice Chairman, exempt 
groups or categories of contracts of the 
same type where he finds it impracticable 
to act upon each request individually 
or where group exemptions will contrib¬ 
ute to convenience in the administration 
of the Orders. 

(b) Where special circumstances indi¬ 
cate that the inclusion of the Equal Op¬ 
portunity clause in any specific contract 
or subcontract would not be in the na¬ 
tional interest, the contracting officer 
should submit a request through the Di¬ 
rector of Procurement to the Adminis¬ 
trator for authority to omit or modify 
the clause. The Administrator may re¬ 
quest an exemption from any or all of 
the requirements of the clause. Such 
requests will be directed to the Executive 
Vice Chairman, who will rule upon the 
request. Prior to the submission of such 
requests, the Director of the NASA in¬ 
stallation concerned, or his designee for 
the purpose, will, in appropriate cases, 
personally discuss with the head of the 
company concerned, the inclusion of the 
clause in the procurement under con¬ 
sideration. 

(c) Whenever a bidder or prospective 
contractor, and any contractor or sub¬ 
contractor holding a contract or subcon¬ 
tract containing the clause, believes that 
one or more plants or facilities which he 
owns, operates, or controls, are in all re¬ 
spects separate and distinct from the 
plants, facilities, or other activities which 
will be utilized in the performance of the 
contract or subcontract, such bidder, 
prospective contractor, contractor or 
subcontractor may request an exemption 
from the requirements of the clause as 
to such separate and distinct plants, fa¬ 
cilities, or other activities: Provided , 
That such an exemption will not inter¬ 
fere with or impede the effectuation of 
the Orders: And provided further , Thai 
in the absence of such an exemption, 
such separate and distinct plants, facili¬ 
ties, and other activities would be subject 
to the Clause. The request for exemp¬ 
tion shall be submitted to the Adminis¬ 
trator through the contracting officer and 
the Director of Procurement, in turn, for 
transmittal to the Executive Vice Chair¬ 
man. All such requests shall be for¬ 
warded to the Executive Vice Chairman, 
but either the contracting officer, the Di¬ 
rector of Procurement, or the Adminis¬ 
trator, may recommend against approval 
of the request. 

§ 18-12.805 Interpretations. 

In the application and enforcement of 
the provisions of Executive Order 10925, 
as amended, and of the rules and regula¬ 
tions of the Committee, the following 
interpretations are applicable: 
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(a) If the Executive Vice Chairman 
should withdraw any exemption, such 
withdrawal shall not apply to any con¬ 
tracts or subcontracts entered into prior 
to the effective date of the withdrawal. 

(b) Notwithstanding the inclusion in 
any contract or subcontract of the Equal 
Opportunity clause, the contractor or 
subcontractor shall be exempt from com¬ 
pliance therewith if the contract or sub¬ 
contract containing such clause Is 
exempt. 

(c) The requirement to include the 
Equal Opportunity clause in federally 
assisted construction contracts set forth 
in § 18-12.892-2 is applicable even 
though the applicant or grantee is a state 
or a subdivision or agency thereof. 

§ 18—12.806 Administration. 

§ 18—12.806—1 General responsibilities 
and functions. 

(a) NASA Administrator. The NASA 
Administrator, who serves as a member 
of the President’s Committee on Equal 
Employment Opportunity, is responsible 
for obtaining compliance with the pro¬ 
visions of the Equal Opportunity clause, 
and the rules, regulations and relevant 
orders promulgated by the Committee. 

(b) NASA Principal Compliance Of¬ 
ficer. The NASA Principal Compliance 
Officer is responsible to the Adminis¬ 
trator for overall policy coordination and 
general direction of the NASA Contracts 
Equal Employment Opportunity Program 
(CEEOP). He maintains liaison with 
the President’s Committee and repre¬ 
sents NASA in relations with the Com¬ 
mittee and other Government agencies 
on CEEOP matters. 

(c) Director of Procurement. The 
Director of Procurement is responsible 
for implementing and administering the 
CEEOP and for obtaining contractor 
compliance with the provisions of the 
Equal Opportunity clause. 

(d) NASA Contracts Compliance Of¬ 
ficer. The NASA Contracts Compliance 
Officer, under the supervision of the Di¬ 
rector of Procurement, serves as the 
focal point for all matters relating to the 
CEEOP. Under the broad precepts, he 
is responsible for coordination and di¬ 
rection of the CEEOP within NASA. 

(e) NASA Installation Directors. 
Each NASA Installation Director having 
procurement and contract management 
functions is responsible for (1) main¬ 
taining the installation CEEOP: (2) 
carrying out the requirements of this 
Subpart 18-1Z.8; and (3) appointing the 
Deputy Contracts Compliance Officer for 
the installtion. 

(f) Installation Procurement Officer . 
The installation procurement officer is 
responsible for supervising the operations 
of the CEEOP at each installation. 

(g) Deputy Contracts Compliance Of¬ 
ficer. A Deputy Contracts Compliance 
Officer shall be appointed by the Di¬ 
rector of each NASA installation having 
contracting responsibility. Such officers 
will be responsible for implementation 
and coordination of the CEEOP. They 
are responsible for the conduct of routine 
and special compliance reviews and in¬ 
vestigations of complaints by contractor 
employees or applicants. Other respon- 
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sibilities include: developing statistical 
data, reviewing the administration of 
contracts, and giving assistance where 
needed. They serve as advisors to con¬ 
tracting officers during contract nego¬ 
tiation and administration, and to the 
procurement officer and installation Di¬ 
rector concerned. 

(h) Predominant Interest Agency 
(PIA ). To avoici duplication of effort by 
Government contracting agencies, the 
Committee has devised the Predominant 
Interest Agency (PIA) method of assign¬ 
ing responsibility for assuring that the 
Equal Opportunity clause in Government 
contracts held by a particular company 
is enforced. The agency under which 
the contractor or subcontractor holds the 
largest aggregate dollar value of con¬ 
tracts at the time of filing of the most 
recent Compliance Report (Standard 
Form 40) is deemed to have the pre¬ 
dominant interest. The PIA represents 
the Government in administration of the 
Equal Opportunity clause of the con¬ 
tracts, even though the contractor may 
hold contracts with other agencies. 
Normally, the PIA for a multidivision 
corporation is PIA for the entire cor¬ 
poration. However, because of security 
reasons, operations within a Govem- 
ment-mvned facility under the control of 
a given agency, or other unusual circum¬ 
stances, an agency may be assigned pre¬ 
dominant interest responsibility for a 
single division or branch, a specific con¬ 
tractor location, or for the performance 
of a specific project or task in connection 
with the enforcement of the clause. 

(i) Predominant Interest Installation 
(Pliy. When NASA is designated the 
PIA for a contractor or subcontractor, 
the NASA Contracts Compliance Officer 
shall normally assign the predominant 
interest responsibility to the installation 
according to the following criteria: (1) 
Largest dollar volume of NASA contracts; 
(2) proximity to the contractor’s place 
of performance; and (3) other economic 
or expeditious reasons. The PH repre¬ 
sents NASA in the execution of its PIA 
responsibilities. Deputy Contracts Com¬ 
pliance Officers or other NASA employees 
designated to conduct compliance sur¬ 
veys and complaint investigations, to 
assure that reports and data required 
are submitted by the contractor, or to 
conduct other CEEO matters, are au¬ 
thorized representatives of NASA. It is 
the responsibility of the NASA Contracts 
Compliance Officer to keep installations 
advised regarding contractors or sub¬ 
contractors for which they are desig¬ 
nated to perform Pn responsibilities. 

§ 18—12.806—2 Educational re*ponsibil- 
ity. 

(a) The NASA Contracts Compliance 
Officer is responsible for assuring that 
Deputy Contracts Compliance Officers 
receive comprehensive orientation and 
continuing education as required in NASA 
responsibilities for the CEEOP program 
set forth in the Orders, and the rules, 
regulations and relevant orders of the 
Committee. 

(b) Deputy Contracts Compliance 
Officers will apprise the Director of 
NASA installations, NASA contracting 
officers, and other personnel concerned 
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with procurement of their responsi¬ 
bility in obtaining compliance with the 
Equal Opportunity clause. 

(c) Contracting officers and other 
personnel concerned with procurement 
will publicize the equal opportunity 
policy to prospective bidders and con¬ 
tractors. and shall make available to 
contractors and subcontractors infor¬ 
mation concerning their responsibilities 
under the Equal Opportunity clause. 
Deputy Contracts Compliance Officers 
shall assist contracting officers in the 
above responsibilities when requested. 

§ 18-12.806-3 Polling of nondiscrimi¬ 
nation notices. 

In the case of each contract contain¬ 
ing the clause, the contracting officer 
will furnish to the contractor an appro¬ 
priate number of copies of the notice 
entitled “Equal Employment Opportu¬ 
nity” (listed in the GSA Stores Stock 
Catalog as Item No. 7530-338-5437 for 
the 12Vfc- x 18y 4 -inch size, and as Item 
No. 7530-338-5448 for the 8 l / 2 - x 12-inch 
size) and Standard Form 38, June 1961, 
entitled “Nondiscrimination in Employ¬ 
ment” for notification to labor unions or 
other organizations of workers. Pro¬ 
curement offices shall obtain these docu¬ 
ments from appropriate Federal Supply 
Service Regional Stores Stock Depots. 
Contracting officers shall furnish con¬ 
tractors sufficient copies of these docu¬ 
ments for their subcontractors. 

§ 18-12.806-4 Compliance reports. 

(a) Compliance Report (Standard 
Form 40). The contracting officer will 
require each contractor (except con¬ 
struction contractors performing work 
at the site of construction, who will re¬ 
port in accordance with (c) below), hav¬ 
ing a contract subject to the provisions 
of Section 301 of Executive Order 10925, 
as amended, which is not exempt under 
§ 18-12.803 or exempted pursuant to 
§ 18-12.804, and each contractor will 
cause each of his nonexempt first and 
second-tier subcontractors, to file, with 
the Committee, Compliance Reports 
(Standard Form 40), in accordance with 
instructions attached thereto. When¬ 
ever a contractor or subcontractor is 
currently engaged in the performance of 
any part or all of another contract or 
subcontract subject to the clause with 
any Government agency, and has filed 
within a current reporting period a 
Standard Form 40 covering the plants, 
facilities, and activities which will be in¬ 
volved in the performance of a new con¬ 
tract, this requirement will be satisfied 
by the filing, with the contracting officer, 
a copy of the Certificate of Submission 
of Current Compliance Report, Standard 
Form 40A. 

(1) Upon receipt of the Standard 
Form 40 filed by contractors for which 
NASA is PI A, the Committee reviews 
them to determine if they are acceptable. 
A copy of each acceptable report is for¬ 
warded to NASA. The NASA Contracts 
Compliance Officer shall forward the 
acceptable reports to the PII. 

(2) When all reports received by the 
Committee have been furnished to NASA, 
the Committee will furnish NASA Head¬ 
quarters a comprehensive list of all NASA 


contractors who filed Compliance Re¬ 
ports during the reporting period. The 
NASA Contracts Compliance Officer shall 
furnish copies of the list to each installa¬ 
tion. 

(3) Deputy Contracts Compliance Of¬ 
ficers shall be responsible for the check¬ 
ing of the copies of Standard Form 40A 
received from contractors and subcon¬ 
tractors against the comprehensive list 
furnished by the Committee and against 
the Plans for Progress Program (see (h) 
below) to assure that all of the installa¬ 
tion’s nonexempted contractors or sub¬ 
contractors have fulfilled their reporting 
requirements for the reporting period. 
Contractors and subcontractors who are 
delinquent shall be reminded of their 
contractual obligations to file the Stand¬ 
ard Form 40 and Standard Form 40A and 
will be given a reasonable time in which 
to file the appropriate form. If there 
are circumstances surrounding the con¬ 
tractor’s delinquency in which doubt is 
reflected that it was inadvertent or that 
he was otherwise not fulfilling the terms 
of the clause, a determination will be 
made as to whether a Special or Routine 
Compliance Review, as appropriate, is 
necessary. 

(4) If any nonexempt contractor or 
subcontractor fails or refuses to file the 
Standard Form 40 or 40A, as appropriate, 
within the reasonable time prescribed, 
the matter will be handled in accordance 
with § 18-12.806-8. 

(5) When NASA is the PIA and the 
Committee finds the Standard Form 40 
filed by the contractor or subcontractor 
to be unacceptable, it will be forwarded 
to NASA for return to the contractor or 
subcontractor with a request for addi¬ 
tional information. The NASA Con¬ 
tracts Compliance Officer shall submit 
the unacceptable Standard Form 40 to 
the PH. The Deputy Contracts Com¬ 
pliance Officer shall be responsible for 
returning Standard Form 40 to the con¬ 
tractor or subcontractor and for such 
follow-up action as is necessary to insure 
that the corrected report, in duplicate, 
is submitted through the NASA Con¬ 
tracts Compliance Officer to the Com¬ 
mittee within thirty (30) calendar days 
from the date of the return of the unac¬ 
ceptable report to the contractor. 

(b) Compliance Report—Construction 
(Standard Form 41). (1) The contract¬ 
ing officer will require each construction 
contractor having a contract subject to 
the provisions of Section 301 of Executive 
Order 10925, as amended, which is not 
exempt under § 18-12.803 or exempt pur¬ 
suant to § 18-12.804. and each construc¬ 
tion contractor will cause each of his 
subcontractors awarded a contract pur¬ 
suant to the prime contract, to file Com¬ 
pliance Reports—Construction, Stand¬ 
ard Form 41, with the contracting office 
in accordance with instructions attached 
thereto. The contracting officer shall 
also provide any other necessary instruc¬ 
tions relating to the filing of such forms 
with him. The filing of Standard Form 
41 is required only of those performing 
construction work at the site of construc¬ 
tion. Those holding contracts, subcon¬ 
tracts. or purchase orders for construc¬ 
tion, repair, and/or alteration, or for 


materials to be used therein, but who 
themselves perform no work at the site of 
construction, will not be required to file 
Standard Form 41, but will be required 
to file Standard Form 40 or 40A in ac¬ 
cordance with paragraph (a) of this 
section. 

(2) Each Deputy Contracts Compli¬ 
ance Officer shall be responsible for as¬ 
suring that each construction contractor 
and his subcontractors, subject to the 
Compliance Report—Construction, files 
the reports in accordance with the in¬ 
structions attached thereto and any sup¬ 
plemental instructions issued by the con¬ 
tracting officer. The Deputy Contracts 
Compliance Officer shall forward prompt¬ 
ly a copy of each Standard Form 41 
received to the NASA Contracts Com¬ 
pliance Officer, who in turn will forward 
it to the Committee. 

(c) Furnishing report forms to con¬ 
tractors. The Contracting officer will 
furnish the prime contractor a sufficient 
number of report forms (Standard Forms 
40, 40A and 41) to satisfy his require¬ 
ments and the requirements of his sub¬ 
contractors in accordance with (a) and 
(b) of this section. Installations can 
obtain these forms from the appropriate 
Federal Supply Service Regional Stores 
Stock Depot. The contracting Officer 
shall instruct each prime contractor to 
cause each subcontractor subject to the 
reporting requirements to file Standard 
Form 41 in accordance with instructions 
attached to the form. The prime con¬ 
tractor shall be instructed to furnish all 
subcontractors with numbers of the 
Standard Form 41 adequate for their 
needs. 

(d) Extension of time for filing re¬ 
ports. The designated time for filing 
compliance reports may be extended with 
the approval of the Executive Vice Chair¬ 
man. Requests by contractors or sub¬ 
contractors for such an extension should 
be directed to the contracting officer for 
forwarding through the NASA Contracts 
Compliance Officer. 

(e) Submission of preaward informa¬ 
tion. If a bidder, prospective contractor 
or subcontractor has previously partici¬ 
pated in contracts or subcontracts sub¬ 
ject to the clause, but did not file a Com¬ 
pliance Report (Standard Form 40 or 41) 
required under the clause (see § 18-12.- 
802-4), the contracting officer (or in the 
case of subcontractors, the prime con¬ 
tractor issuing the subcontract) shall 
require him to submit a Compliance Re¬ 
port as a condition of meeting preaward 
qualifications. At the discretion of the 
contracting officer, or upon direction of 
the Director of Procurement or the Exec¬ 
utive Vice Chairman, the submission of a 
Compliance Report may be required when 
the above mandatory provisions are not 
applicable. The contracting officer may 
require information relating to person¬ 
nel practices and policies as a part of 
the preaward determinations, in addition 
to the compliance report. 

(f) [ Reserved 1 

(g) Reporting new or expanded con¬ 
tractor facilities. The establishment of 
new facilities or major expansions of old 
facilities by a contractor may afford him 
an opportunity to bring about new per- 
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sonnel practices within the new environ¬ 
ment. Information regarding a con¬ 
tractor’s proposed facilities expansion 
normally is discussed during contract 
negotiations, contract administration or 
prenegotiation planning or programing. 
Program planners, contracting officers, 
and other NASA employees whose duties 
enable them to know of contractor plans 
for expansion of existing facilities or 
establishment of new facilities which will 
result in the addition of 25 or more 
permanent personnel to the contractor’s 
payroll shall assure that the information 
is reported to the NASA Contracts Com¬ 
pliance Officer as soon as such informa¬ 
tion is known. The information shall be 
reported whether or not the expanded 
facilities are to be supported by Govern¬ 
ment funds, and for facilities of the con¬ 
tractor at locations not performing un¬ 
der Government contracts. When NASA 
is the PIA for the contractor planning 
the expansion, the NASA Contracts Com¬ 
pliance Officer shall advise the PII of 
such plans. The Deputy Contracts 
Compliance Officer at the PII shall set 
up a conference with the contractor for 
the purpose of discussing his plans for 
recruitment of personnel. The contrac¬ 
tor shall be given advice and assistance 
in his plans which will result in person¬ 
nel policies and procedures which 
espouse the principles of equal employ¬ 
ment opportunities as contained in the 
Orders. He will work with the contrac¬ 
tor in establishing patterns of recruit¬ 
ment and personnel placement, based 
upon merit, which foster a vigorous and 
continuing application of the clause. 
He shall offer his assistance on a con¬ 
tinuing basis in the implementation of 
such merit plans. An agreement should 
be worked out with the contractor where¬ 
by he makes progress reports to the 
Deputy Contracts Compliance Officer. 
In turn, the Deputy Contracts Com¬ 
pliance Officer shall furnish periodic re¬ 
ports to the NASA Contracts Compliance 
Officer. In those instances where NASA 
is not the PIA for the contractor plan¬ 
ning the facility expansion, the NASA 
Contracts Compliance Officer shall as¬ 
sure that the information is reported to 
the Committee. 

(h) Plans for Progress Program. The 
Committee has established a procedure, 
known as Plans for Progress Program, 
which is designed to assist Government 
contractors to implement the Equal Op¬ 
portunity policy expressed in the Orders. 
The program is maintained by the Com¬ 
mittee. Government contractors who 
volunteer to participate in the program 
enter into a written agreement with the 
Committee to take certain specific steps 
which may be even more positive than 
required by the Orders. The program is 
also designed to assist companies con¬ 
fronted with practical problems in 
achieving the objectives of the Orders. 
Contractors who participate in the Plans 
for Progress Program are not required to 
file Compliance Reports (Standard 
Forms 40 and 40A) since they file Plans 
for Progress reports in lieu thereof. The 
reporting instructions for Standard 
Forms 40 and 40A explain the procedures 
for filing Plans for Progress reports with 
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the Committee. NASA is responsible for 
furnishing advice and guidance to con¬ 
tractors for whom it has been designated 
Predominant Interest Agency (PIA) re¬ 
sponsibility on implementation of the 
Contracts Equal Employment Oppor¬ 
tunity Program (CEEOP). It is the re¬ 
sponsibility of the NASA Contracts 
Compliance Officer to furnish each in¬ 
stallation a listing of Plans for Progress 
Program companies for which the in¬ 
stallation is the Predominant Interest 
Installation (PII). Under Committee 
procedures, Government contracting 
agencies may, when necessary, review 
Plans for Progress Program reports 
which are maintained at the Headquar¬ 
ters office of the President’s Committee, 
Washington, D.C. Deputy Contracts 
Compliance Officers who find it imprac¬ 
tical to travel to the Washington, D.C., 
office to review the reports may request 
the NASA Contracts Compliance Officer 
to make the review and to furnish them a 
summary of any portion of the reports 
which may be helpful to the installa¬ 
tions in carrying out their PH responsi¬ 
bilities. 

(i) Installation report of construc¬ 
tion contractors. The contracting officer 
shall require each construction contrac¬ 
tor subject to Compliance Report-Con¬ 
struction (Standard Form 41) reporting 
requirements to furnish him at the time 
of award of the contract a list of all 
known subcontractors subject to the re¬ 
porting requirements, and to advise him 
of any subcontractors who may be sub- 
seque ntly awarded subcontracts subject 
to the Standard Form 41 reporting re¬ 
quirements. 

(1) The Deputy Contracts Compliance 
Officer at each installation shall be re¬ 
sponsible for assuring that a report of 
prime contractors subject to the Stand¬ 
ard Form 41 reporting requirements is 
made as of the end of each calendar 
month and forwarded to the NASA Con¬ 
tracts Compliance Officer by no later 
than the seventh day following the end 
of the month covered by the report. The 
initial report from each installation will 
list information concerning each prime 
contract subject to the reporting require¬ 
ments in the following format: 

(1) Name and home office address of 
prime contractor; 

(ii) Contract number; 

(ill > Dollar amount of contract; 

(iv) Location and description of proj¬ 
ect (Give address and a very brief ex¬ 
planation of work involved); 

(v) Estimated or actual starting date; 

(vi) Estimated or actual completion 
date; and 

(vii) Subcontracts (name and address 
of subcontractors holding contracts sub¬ 
ject to the reporting requirements of 
Standard Form 41). Negative reports 
are required. After the initial report, 
only the additions, deletions or changes 
to the previous report need be furnished. 
(Changes may include completion date, 
contract amount and modification of 
work involved. Additions or deletions 
may include subcontractors as well as 
prime contractors.) 

(2) The NASA Contracts Compliance 
Officer shall be responsible for submit- 
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ting a consolidated NASA Construction 
Contractors’ Report to the Committee. 

(j) Statement by labor unions. The 
contracting officer, at his discretion, or 
whenever directed by the Director of 
Procurement or by the Executive Vice 
Chairman, will, as a part of the bid or 
negotiation of a contract, direct a bidder, 
proposed contractor, or any proposed 
subcontractor to file a statement in writ¬ 
ing (signed by an authorized officer or 
agent of any labor union or other work¬ 
er’s representative with whom the bidder 
or prospective contractor or subcontrac¬ 
tor deals or has reason to believe he will 
deal with in connection with perform¬ 
ance of the proposed contract), together 
with supporting information, to the ef¬ 
fect that the said labor union’s or other 
workers’ representative’s practices and 
policies do not discriminate on the 
grounds of race, color, creed or national 
origin, and that the labor union or other 
worker’s representative either will af¬ 
firmatively cooperate, within the limits 
of its legal and contractual authority, in 
the implementation of the policy and 
provisions of the Orders, or that it con¬ 
sents and agrees that recruitment, em¬ 
ployment, and the terms and conditions 
of employment under the proposed con¬ 
tract will be in accordance with the pur¬ 
poses and provisions of the Orders. If 
the union or other worker's representa¬ 
tive fails or refuses to execute such a 
statement, the bidder or proposed con¬ 
tractor or subcontractor will so certify, 
and state what efforts have been made 
to obtain such a statement. Upon re¬ 
ceipt of such certification, the contract¬ 
ing officer will notify the Executive Vice 
Chairman of its receipt through the 
NASA Contracts Compliance Officer. 

(k) Matters not related to compliance 
reviews. When a procurement office is 
aware of an apparent violation of the 
Orders which does not result in or is not 
related to a compliance review or com¬ 
plaint investigation, the matter will be 
processed in the form of a report through 
the Deputy Contracts Compliance Of¬ 
ficer to the NASA Contracts Compliance 
Officer. The report will be in duplicate 
and will contain a brief summary of the 
findings, including a statement of con¬ 
clusions or recommendations regarding 
the contractor’s or subcontractor’s com¬ 
pliance with the Orders, a statement of 
the disposition of the case, including any 
corrective action taken and any sanc¬ 
tions recommended or penalties imposed. 
Whenever corrective actions are not 
taken and it is not within the authority 
of the NASA installation to impose ap¬ 
propriate sanctions or penalties, the rec¬ 
ommended sanctions or penalties will be 
included in the report. 

(l) Holding information in confidence. 
Information submitted by contractors 
or subcontractors under the CEEOP will 
be held in confidence and shall not be 
used in connection with purposes not re¬ 
lated to administration of the Orders 
or the furtherance of their purpose. 

§ 18—12.806—5. Compliance review#. 

(a) Both Routine and Special Com¬ 
pliance Reviews will be conducted to as¬ 
certain the extent to which contractors 
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and subcontractors are complying with 
the provisions of the Clause and to 
furnish educational data in connection 
with the program. 

(b) A Routine Compliance Review 
consists of a general review of the prac¬ 
tices of the contractor or subcontractor 
to ascertain compliance with the require¬ 
ments of the Clause. This type of re¬ 
view shall include a verification that the 
notices are appropriately posted and that 
the Clause is included in subcontracts 
where required. 

(c) A Special Compliance Review con¬ 
sists of a comprehensive review of the 
employment practices of the contractor 
or subcontractor with respect to the re¬ 
quirements of the Clause. In addition 
to discussions with management, per¬ 
sonnel conducting special compliance 
reviews should, when appropriate, dis¬ 
cuss the contractor’s or subcontractor’s 
employment practices with employment 
sources, minority groups, and interested 
civic groups. 

(d) The Committee normally follows 
the Predominant Interest Agency (PIA) 
procedures in requesting Government 
agencies to conduct special or routine 
compliance reviews. NASA generally 
follows the PII concept in assigning re¬ 
sponsibility for conducting routine and 
special compliance reviews. 

(e) Routine Compliance Reviews are 
considered a normal part of contract 
administration. They will be conducted 
at the discretion of the Deputy Contracts 
Compliance Officer at the PII or when 
requested by the NASA Contracts Com¬ 
pliance Officer, another Deputy Con¬ 
tracts Compliance Officer, or a con¬ 
tracting officer when he believes that a 
contractor is not complying with the 
Contracts Equal Employment Opportu¬ 
nity Program (CEEOP). The reviews 
scheduled at the discretion of the Deputy 
Contracts Compliance Officer should be 
programmed so that the work load will 
be distributed as evenly as possible, con¬ 
sidering the number of contractors or 
subcontractors for which the installa¬ 
tion is assigned PII responsibility. Nor¬ 
mally routine reviews will not be required 
on the same firm or plant location more 
frequently than each 2 years and no less 
frequently than each 3 years. This will 
generally not be required within a 2-year 
period during which a special Compliance 
Review has been conducted. When a 
NASA installation, which has not been 
designated PII for a company receives a 
request for a compliance review from a 
contracting officer, the request will be 
referred to the PII or the PIA. 

(f) Special Compliance Reviews will 
be conducted: (1) From time to time; 
(2) When special circumstances, includ¬ 
ing complaints processed under § 18— 
12.806-6 warrant; and (3) when re¬ 
quested by proper authority. Special 
Compliance Reviews will be performed 
by the Deputy Contracts Compliance 
Officer under the direction of the NASA 
Contracts Compliance Officer, through 
the Procurement Officer of the installa¬ 
tion concerned. 

(g) Changes in assignment of pre¬ 
dominant interest responsibilities may 


lead sometimes to uncertainties as to 
which contracting agency or NASA in¬ 
stallation has predominant interest 
during the interim period. Also, when 
the PIA or PH has recently changed 
the former PIA or PII may have con¬ 
ducted compliance reviews which reflect 
current compliance conditions at the 
contractor’s site. To avoid duplication 
of effort and confusion, as well as pos¬ 
sible complaints from contractors, NASA 
installations assigned responsibility for 
conduct of contract compliance review's 
will determine before scheduling sur¬ 
vey or on-site visits whether another 
Government activity has conducted a 
compliance review within the past 
6 months. Techniques used for making 
such a determination include: (1) 
Liason with local or regional Gov¬ 
ernment field offices known to be 
responsible for compliance reviews; 
(2) checking directly with the contractor 
facility; or (3) checking with the NASA 
Contracts Compliance Officer in the case 
of PII changes. When it is learned that 
a compliance review of the facility has 
been conducted within the past 6 
months, the PII will enter into liaison 
with the activity which conducted the 
review to determine the currency of the 
facts and arrive at a decision as to the 
need of an additional review or a recom¬ 
mendation to the NASA Contracts Com¬ 
pliance Officer that the requested review 
be delayed or canceled. 

(h) Compliance reviews shall be con¬ 
ducted in a manner that will invite and 
stimulate the contractor's cooperation. 
They shall be preceded by a letter from 
the Installation Director or Deputy Di¬ 
rector to tlie principal officer of the 
company. The letter should state the 
authority and reason for the review, the 
areas to be covered and an estimate of 
the time and effort of the company per¬ 
sonnel that will be involved. Addition¬ 
ally, a date and time for the survey to 
commence shall be suggested. The date 
should be fixed to accommodate the 
contractor whenever practical. A pe¬ 
riod of 15 days, after the date of the 
letter to the company, normally should 
be allowed prior to beginning the review, 
unless the urgency for completion of the 
review requires a shorter period of time. 
The letter shall be sent to the principal 
office of the company, even though the 
Deputy Contracts Compliance Officer 
may have made informal contacts or pre¬ 
liminary arrangements with company 
officials prior to the letter. In addition 
to notifying the contractor of the re¬ 
view, one of the purposes of the letter is 
to maintain his good will in relation to 
the CEEOP. 

(i) Requests for Routine Compliance 
Review's will include the contract num¬ 
ber, name and location or locations of 
the contractor to be reviewed, and a 
brief description of the basis for the 
request for a review, and will be sub¬ 
mitted to the NASA PII or to the con¬ 
tracting officer’s Deputy Contracts Com¬ 
pliance Officer. Upon receipt of the re¬ 
quest from a contracting officer, the 
Deputy Contracts Compliance Officer 
will coordinate with the NASA PII or 


the PIA to determine if a recent review 
of the contractor has been conducted 
and if so, he will obtain a copy of the 
report of the review. If the report of 
the review does not satisfy the condi¬ 
tions of the request, the Deputy Con¬ 
tracts Compliance Officer will request 
the PII or PIA to conduct the review. 
If the PH cannot conduct the review 
within the time period established for 
the review, the Deputy Contracts Com¬ 
pliance Officer receiving the request will 
conduct the review. If the PIA cannot 
conduct the review within the time 
period established for the review, the 
Deputy Contracts Compliance Officer 
receiving the request will advise the 
NASA Contracts Compliance Officer who 
will furnish instructions as to what 
action to take, after referral to the Ex¬ 
ecutive Vice Chairman or the PIA. 

(j) PITs conducting compliance re¬ 
views will submit two copies of each re¬ 
port of review. Special or Routine, to the 
NASA Contracts Compliance Officer 
within the time limit prescribed by the 
requesting authority, or within 10 work¬ 
ing days after the date on which the 
review was completed w’here the review¬ 
ing installation originated the review 
request. The following specific guide¬ 
lines wdll be followed in preparing the 
report of review: 

(1) Utilize the '‘Guide for Investiga¬ 
tions and Compliance Reviews in Equal 
Employment Opportunity” in prepara¬ 
tion for and during all compliance sur¬ 
veys. This Guide is issued by the 
Committee. 

(2) Include in each report: 

(i) A detailed summary of area activi¬ 

ties. (Where appropriate, summaries 
should relate to the areas identified in 
the "Standards for Determining Com¬ 
pliance . For example: the sum¬ 

mary related to paragraph B of the 
Standards, "Relations With Employees 
and Employee Applicants,” should treat 
such items as recruiting employees, hir¬ 
ing, promotions, etc.) 

(ii) Racial breakdown of the con¬ 
tractor's work force. 

(iii) Finding of either compliance or 
noncompliance with the Equal Oppor¬ 
tunity clause. 

(3) In the instance of a finding of 
noncompliance, the report will: 

(i) Delineate the areas of noncompli¬ 
ance; 

(ii) Indicate corrective action di¬ 
rected ; 

(iii) Impose time limitations on the 
contractor for achieving the corrective 
action directed; 

(iv) Schedule progress reports from 
the company to the installation and 
from the PH to the NASA Contracts 
Compliance Officer (submit such prog¬ 
ress reports in duplicate); and 

(v) Indicate action to be taken by the 
PII and/or the contracting activity. 
(Actions which are the prerogative of a 
contracting activity will be indicated 
only after the contracting activity has 
agreed that it will take the action. 
Otherwise the PH will recommend action 
to be taken by the NASA installations or 
other Government agencies having the 
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authority, furnishing them a copy of the 
report.) 

(4) In the event that general compli¬ 
ance with the Equal Opportunity clause 
is found, but deficiencies are observed, 
the deficiencies should be specifically 
noted in the report, and an indication of 
action by the contractor to correct the 
deficiencies should be described. 

(5) Make reports complete but keep 
them brief as possible. Bulky attach¬ 
ments, such as brochures, pamphlets, 
etc., should be omitted unless they serve 
a significant purpose other than general 
information. 

(6) Reports of Compliance Reviews 
shall be signed by the person or persons 
conducting the review. The letter 
transmitting the report to the NASA 
Contracts Compliance Officer from the 
installation shall be signed by the Direc¬ 
tor, or by the procurement officer, or 
by another individual if specifically 
authorized in writing by the Director. 
Such authorization shall be made a part 
of the record at the installation and a 
copy forwarded to the NASA Contracts 
Compliance Officer. 

(k) The Deputy Contract Compliance 
Officer or other NASA representatives 
conducting a compliance review shall 
discuss the findings with the contractor’s 
officials at the branch or plant location 
under review. The discussion should 
summarize the findings, pointing out 
any violations of the Clause and oppor¬ 
tunities for positive approaches to effect¬ 
ing policies and procedures in excess of 
the requirements of the Clause. If the 
contractor does not propose appropriate 
actions to correct the deficiencies, the 
NASA representative shall suggest such 
corrections. The contractor’s agree¬ 
ment to make corrections shall be made 
a part of the report of review. The con¬ 
tractor shall be advised that the findings 
and recommendations discussed with 
him are subject to review by higher au¬ 
thority within NASA and the President’s 
Committee, and that further recom¬ 
mendations may be made as a result of 
such reviews. 

It shall be the responsibility of the Pn 
to work with the contractor, as the Gov¬ 
ernment’s representative on CEEOP 
matters, on the corrective actions during 
the time of review at higher levels. 

§ 18-12.806-6 Complaints of alleged 
equal opportunity violation*. 

(a) Any applicant for employment or 
employee who believes himself to be ag¬ 
grieved, by virtue of a violation of a pro¬ 
vision of the Clause by a contractor or 
subcontractor, may file a complaint of 
the alleged discrimination. Complaints 
by employees of alleged EEO violations 
will be submitted in writing to the Com¬ 
mittee, the Administrator, or to an In¬ 
stallation Director. Two copies of each 
complaint filed directly with an installa¬ 
tion shall be forwarded to the NASA 
Contracts Compliance Officer within 4 
days after receipt. The NASA Con¬ 
tracts Compliance Officer will process a 
copy of the complaint through the NASA 
Principal Compliance Officer to the 
Executive Vice Chairman within 10 days 
from receipt by NASA. 


(b) Complaints will be required to be 
signed by the complainants or their au¬ 
thorized representatives and to contain 
the following information: 

(1) Name and address (including tele¬ 
phone number) of the complainant; 

(2) Name and the address of the con¬ 
tractor or subcontractor who committed 
the alleged discrimination; 

(3) A description of the act or acts 
considered to be discriminatory; and 

(4) Any other pertinent information 
which will assist in the investigation and 
resolution of the complaint. 

(c) Where a complaint contains in¬ 
complete information, the recipient will 
request promptly the needed information 
from the complainant. In the event 
such information is not furnished within 
60 days from the date of such request, 
the case may be closed, except, when the 
facts warrant, the time may be extended 
by the NASA installation receiving the 
complaint. NASA Headquarters, or the 
Executive Vice Chairman. When a case 
is closed, a summary of the action taken 
shall be prepared and two copies for¬ 
warded to the NASA Contracts Com¬ 
pliance Officer. 

<d) The contractor shall be furnished 
a copy of the complaint with the letter of 
notification that an investigation is to 
be conducted (see § 18-12.806-5, para¬ 
graph (h)) or at the time of the first 
visit during the investigation. 

§ 18—12.806-7 Processing of com- 
plaint*. 

(a) Complaints submitted or referred 
to an installation and determined to 
involve a Government contract or sub¬ 
contract will be processed in a manner 
which will assure: 

(1) Prompt investigation of state¬ 
ments and allegations contained in the 
complaint. The investigation shall be 
preceded by a letter to the contractor as 
prescribed in § 18-12.806-5, paragraph 
(h). Such investigations will be made 
by the Deputy Contracts Compliance Of¬ 
ficer who will develop a complete case 
record, following guidelines in § 18- 
12.806-5, paragraph (j), and include (i) 
a review of the pertinent personnel 
practices of the contractor or subcon¬ 
tractor concerned, (ii) the circum¬ 
stances under which the discriminatory 
action is alleged to have taken place, and 
(iii) other factors which may determine 
whether the contractor or subcontractor 
in the particular case complied with the 
provisions of the Equal Opportunity 
clause set forth in the contract or the 
subcontract concerned. 

(2) Resolution of complaints by con¬ 
ciliatory means whenever possible. If 
there is reason to believe that the com¬ 
plainant may be subject to retaliation 
from the contractor because the com¬ 
plaint has been filed, the matter shall be 
discussed with the officials of the con¬ 
tractor to obtain his full cooperation in 
avoiding such a possibility. 

(3) Discussion of findings and recom¬ 
mendations with the contractor will be 
conducted in the manner prescribed for 
compliance reviews in § 18-12.806-5, 
paragraph (k). 


(4) The preparation and submission of 
a summary report within the time limit 
prescribed, or within 30 days of receipt 
if the complaint is submitted directly to 
the installation or to the NASA Contracts 
Compliance Officer. The report will set 
forth: (i) The name and address of the 
complainant; (ii) a brief summary of 
the findings; (iii) a statement of the 
disposition of the case, including any 
corrective action taken; (iv) whenever 
appropriate, recommended additional 
corrective actions, sanctions, or penalties. 
The NASA Contracts Compliance Officer 
will forward the report through the 
NASA Principal Compliance Officer to 
the Executive Vice Chairman within the 
time limit prescribed by the Committee; 
and (v) prompt notification to the ap¬ 
propriate contractor or subcontractor of 
the closing of the case in those instances 
wherein the investigative findings (upon 
advice from NASA Headquarters of the 
review and concurrence by the Executive 
Vice Chairman) show no violation of the 
clause. 

(b) When reports of investigation in¬ 
dicate future corrective actions, the per¬ 
sons, agencies, contractors or others ob¬ 
ligated to take the actions will be indi¬ 
cated. Periodic progress reports on 
accomplishment of the corrections will be 
prepared and a copy will be furnished 
the NASA Contracts Compliance Officer. 

(c) Reports of complaint investiga¬ 
tions shall be signed by the persons con¬ 
ducting the investigation. The letter 
transmitting the report to NASA Head¬ 
quarters shall be signed by the Director 
of the installation, the Procurement Of¬ 
ficer, or other individual specifically au¬ 
thorized in writing by the Director. 
Such authorization shall be made a part 
of the record at the installation and a 
copy forwarded to the NASA Contracts 
Compliance Officer. 

§ 18—12.806—8 Savictions. 

(a) General. When a compliance re¬ 
view or complaint investigation indicates 
an apparent violation of the Clause, the 
installation concerned wrill make every 
effort to resolve the matter by informal 
means. This will include, where ap¬ 
propriate. establishing a program for 
future compliance and/or action to cor¬ 
rect any apparent violations of the 
Clause. If subsequent to such effort at 
conciliation, solutions to the problem 
cannot be found, the report of compliance 
review or investigation containing recom¬ 
mendations for sanctions, if appropriate, 
will be submitted to the NASA Contracts 
Compliance Officer. The report shall 
identify the highest ranking official of 
the company with whom conciliation has 
been undertaken. If the Director of 
Procurement concurs, the NASA Con¬ 
tracts Compliance Officer shall be re¬ 
sponsible for advising the official of the 
company that NASA proposes to impose 
or recommend the imposition of sanc¬ 
tions because of the violations (see §18- 
12.806-7, subparagraph (b)). If a con¬ 
tractor or subcontractor, without a hear¬ 
ing, has complied with the recommenda¬ 
tions or orders of the PIA, a NASA in¬ 
stallation, or the Administrator, but be¬ 
lieves such recommendations or orders to 
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be erroneous, he shall, upon filing a re¬ 
quest therefor within 10 days after such 
compliance, be afforded an opportunity 
for a hearing and review of the alleged 
erroneous action under § 18-12.808. 

(b) Termination. (1) NASA con¬ 
tracts or subcontracts will not be termi¬ 
nated in whole or in part for failure to 
comply with the provisions of the Clause 
without the prior approval of the Ad¬ 
ministrator. Whenever it is proposed to 
terminate a NASA contract or subcon¬ 
tract, the contractor or subcontractor 
will be notified in writing of such pro¬ 
posed action and will be given 10 days 
(or such longer period as the Adminis¬ 
trator, with the approval of the Execu¬ 
tive Vice Chairman, may consider ap¬ 
propriate) from the date of receipt of 
the notice either to comply with the pro¬ 
visions of the contract or to submit a 
request for a hearing under § 18—12.808. 

(2) If the contract or subcontract rec¬ 
ommended for termination is not a NASA 
contract, the recommendation will, upon 
concurrences of the NASA Principal 
Compliance Officer, be referred by the 
NASA Contracts Compliance Officer to 
the contracting agency, together with a 
copy of the compliance review, investiga¬ 
tion, or other summary of findings upon 
which the case is based. The contract¬ 
ing agency will be requested to advise 
NASA within 5 work days after receipt 
of the recommendations of the action it 
plans to take. The NASA Contracts 
Compliance Officer will advise the Ex¬ 
ecutive Vice Chairman, through the 
NASA Principal Compliance Officer, of 
the action contemplated by the contract¬ 
ing agency, furnishing him with a copy 
of the findings and recommendations in 
the case. 

(c) Debarment and suspension. (1) 
NASA will not debar or suspend a con¬ 
tractor or subcontractor for failure to 
comply with the Equal Opportunity 
clause, except upon approval of the Ad¬ 
ministrator and the Executive Vice 
Chairman. In every case where debar¬ 
ment or suspension is being proposed, the 
contractor or subcontractor will be noti¬ 
fied in writing of the proposal and given 
10 days from the date of receipt of such 
notice in which to mail a request for 
hearing under § 18-12.808, or for a hear¬ 
ing before the Committee (see § § 18— 
1.604—2(c) and 18-1.605-3 (ii)). 

(2) If the NASA Principal Compliance 
Officer concurs with the recommenda¬ 
tions of the installation for debarment 
or suspension of a non-NASA contractor 
or subcontractor, the procedure in (b) 
above will be followed. 

(d) Criminal prosecution. An instal¬ 
lation may recommend action by the 
Department of Justice where the com¬ 
pliance review or investigation reveals 
substantial or material violation or 
threat of contractual violations set forth 
in § 18-12.802 or if there is evidence that 
false information has been furnished 
during the compliance reviews, investi¬ 
gations or contract management rela¬ 
tionships with contractors or subcontrac¬ 
tors. Any recommendations for criminal 
prosecution will be made to the NASA 
Principal Compliance Officer, through 
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the Director of Procurement and will be 
reviewed by the NASA Contracts Com¬ 
pliance Officer. No recommendation for 
prosecution will be made to the Depart¬ 
ment of Justice except by the NASA 
Principal Compliance Officer, and only 
after having obtained the advice of the 
Office of General Counsel and the Direc¬ 
tor of Procurement or his authorized rep¬ 
resentative. Also no recommendation 
for prosecution will be made to the De¬ 
partment of Justice until the expiration 
of 10 days (unless a longer period is fixed 
by the NASA Principal Compliance Offi¬ 
cer with the approval of the Executive 
Vice Chairman) from the date of mail¬ 
ing of the notice of such proposed refer¬ 
ral to the contractor or subcontractor 
involved, affording him an opportunity 
to comply with the provisions of the Or¬ 
ders. If a recommendation for referral 
to the Department of Justice involves a 
contract or subcontract of an agency 
other than NASA, the procedures in (b) 
above will be followed. 

§ 18-12.807 [ Reserved 1 

§ 18-12.808 Hearings. 

§ 18-12.808—1 General. 

NASA hearings may be held when 
approved by the NASA Principal Com¬ 
pliance Officer if an apparent act of 
discrimination, in violation of the con¬ 
tractual provisions as shown by com¬ 
pliance reviews or investigations, is not 
resolved informally by conference, con¬ 
ciliation, mediation, persuasion or other 
means. Hearings will be held when: 

(a) A contractor or subcontractor who 
has complied with the recommendations 
or orders of the installation, but believes 
such recommendations or orders to be 
erroneous, and requests a hearing there¬ 
on; or 

(b) The NASA Principal Compliance 
Officer proposes to debar or suspend a 
contractor or subcontractor, or to ter¬ 
minate a contract or subcontract and the 
contractor or subcontractor requests a 
hearing. 

§ 18-12.808-2 Delegation of hearing 
authority and place of hearing. 

(a) The NASA Principal Compliance 
Officer may delegate in writing to any 
individual, individuals or board (herein¬ 
after referred to as the hearing author¬ 
ity) all the authority delegated to him 
by the Administrator, to give notice of 
hearings, to conduct hearings, and to 
make findings of fact and recommen¬ 
dations with respect to determining 
whether a contractor or subcontractor 
is or has been in violation of the contract 
clause. A separate hearing authority 
will be established for each hearing and 
will remain established until completion 
of the hearing and a report of findings 
and recommendations has been made to 
the Administrator. Each hearing au¬ 
thority may adopt its own rules of pro¬ 
cedure provided they are not inconsistent 
with this Subpart 18-12.8. The place of 
the hearing will be established in the 
letter or document designating the hear¬ 
ing authority. The place of hearing will 
be one which is considered convenient 
to the parties involved. Normally, it will 


be established at an installation meeting 
the convenience criteria. 

(b) If the hearing authority is dele¬ 
gated to a board, the board will be com¬ 
posed normally of not more than five 
members and one non-voting recorder. 
The members will include (1) one mem¬ 
ber experienced in contract manage¬ 
ment; (2) one member trained in law; 
and (3) such other members as may be 
deemed necessary for the particular 
hearing. 

The letter or document establishing 
the board will designate a chairman, and 
will set forth his responsibilities and the 
responsibilities of other members of the 
board. 

§ 18-12.808-3 Notices and contents. 

(a) Whenever a hearing is to be held, 
the hearing authority shall cause a 
written notice to be served upon the con¬ 
tractor or subcontractor in the manner 
hereinafter provided. The notice shall 
include the following items: 

(1) A statement of the time, place, 
and purpose of the hearing, and the au¬ 
thority and jurisdiction under which it 
will be held. The statement as to pur¬ 
pose need only identify the contract 
clause, the contracts or subcontracts in¬ 
volved, and the ultimate facts to be de¬ 
termined. The time of the hearing shall 
not be less than 10 calendar days after 
sendee of the notice. 

(2) Brief allegations in reasonable de¬ 
tail setting forth the circumstances sur¬ 
rounding the act or acts of discrimina¬ 
tion, the name(s) of the complainant (s), 
and the approximate date and place of 
each alleged discriminatory act. Such 
allegations need be only sufficient to ap¬ 
prise the contractor or subcontractor 
reasonably of the issues involved in the 
hearing. 

(3) A request that the contractor or 
subcontractor answer in writing, the al¬ 
legations of the notice, including in his 
answer such facts or arguments as he 
may wish, and that he attend the hear¬ 
ings to adduce such evidence with re¬ 
spect to the alleged discrimination as he 
may desire. 

(b) Service shall be made by mailing 
by registered or certified mail, return re¬ 
ceipt requested, a copy of the notice to 
the contractor or subcontractor. 

§ 18-12.808-^1 Continuances and delays. 

The authority to grant continuances 
or to adjourn the hearing shall rest with 
the person presiding at the hearing. 
Continuances will only be allowed for 
the most compelling reasons. 

§ 18-12808-5 Parties. 

The parties to the hearing will be the 
contractor or subcontractor concerned 
with the Government. 

§ 18—12.808-6 Representation and hear¬ 
ing assistants. 

The parties may be represented at 
the hearing and proceedings incident 
thereto by legal counsel. Upon the ap¬ 
pearance of record of legal counsel of 
the contractor and subcontractor in the 
proceedings, service of papers as may 
thereafter be required may be made 
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upon such legal counsel. The NASA 
Contracts Compliance Officer will make 
the necessary physical arrangements for 
the hearing and provide such adminis¬ 
trative services, including a reporter, 
secretary or notary, as may be required. 
NASA Headquarters offices and field in¬ 
stallations shall detail such personnel 
and furnish such other assistance for the 
conduct of the hearing as is requested 
by the NASA Contracts Compliance 
Officer. 

§ 18—12.808—7 Transcript, 

Testimony and arguments shall be re¬ 
ported verbatim. The reporter or secre¬ 
tary shall make available to the contrac¬ 
tor or subcontractor and to the Govern¬ 
ment transcripts of the proceedings, 
including all testimony and copies of all 
documentary exhibits upon the payment 
of the reasonable costs thereof. 

§ 13-12.808-8 Conduct of hearings. 

Hearings will be as informal as may 
be reasonably appropriate under the cir¬ 
cumstances. Evidence and testimony 
not ordinarily admissible, under legal 
rules of evidence may be received subject 
to the discretion of the person presiding 
at the heating. Immaterial, irrelevant, 
or unduly repetitious evidence shall be 
excluded. The parties may stipulate 
as to any facts or testimony. The testi¬ 
mony of witnesses shall be under oath 
and witnesses shall be subject to cross- 
examination. The individual presiding 
at the hearing shall make such rulings 
with respect to the conduct of hearings 
as circumstances may require to en¬ 
sure the orderly and expeditious pres¬ 
entation of evidence in a manner fair 
to the parties and consistent with this 
Subpart 8 and requirements of due 
process of law. 

§ 18—12.808—9 Depositions. 

Following service of the notice of hear¬ 
ing, depositions may be taken as herein 
provided, and placed in evidence when¬ 
ever the ends of justice will be served 
thereby. 

(a) Notice to take. When either party 
desires to take a deposition, unless the 
parties stipulate as to the time when, 
and place where, the deposition is to be 
taken, the name of the officer before 
whom it is to be taken, and the names 
and addresses of the witnesses, the mov¬ 
ing party shall give to the opposite party 
at least 10 days notice of the time when 
and the place where such deposition will 
be taken; the name and address and of¬ 
ficial title 0 . the officer before whom it is 
proposed tc take the deposition, and the 
names of the witnesses. A deposition 
niay be taken either upon written inter¬ 
rogatories or upon oral examination, as 
inay be specified in the notice. If the 
deposition is to be taken upon written 
interrogatories, copies thereof must ac¬ 
company the notice to take depositions; 
u the opposite party desires to submit 
cross-interrogatories, written cross-in¬ 
terrogatories should be served upon the 
party giving the notice within 5 work¬ 
days from the receipt of the notice to 
lake deposition. Notices may be served 
upon the contractor or subcontractor as 


provided in § 18-12.808-3 or upon his 
legal counsel of record. Service upon 
the Government may be made upon the 
person signing the notice of hearing or 
the Government representative of rec¬ 
ord. If service is made by mail, the mail 
shall be registered or certified and service 
will be complete upon mailing. 

(b) Taking depositions. Depositions 
may be taken before and authenticated 
by any officer, authorized by the laws of 
the United States or by the laws of the 
place where the deposition is taken, to 
administer oaths. Witnesses shall be 
under oath and shall be subject to cross- 
examinatlor as at the hearing. Any ob¬ 
jections to questions shall be noted in the 
deposition and reserved for determina¬ 
tion at the hearing. Each deposition 
shall show the caption of the proceeding, 
the place and date of taking, the names 
of the witnesses, and the party by whom 
called. The officer taking a deposition 
shall enclose the original deposition and 
exhibits, in a sealed packet, with postage 
or other transportation prepaid, and for¬ 
ward the same to the hearing authority. 

(c) Use of deposition. Testimony 
taken by deposition will not be considered 
until offered in whole or in part and 
received in evidence. A deposition taken 
by one party may be offered by the op¬ 
posite party. 

§ 18—12.808—10 Absence of parties. 

If the contractor or subcontractor fails 
or refuses to appear, the hearing shall 
proceed upon such evidence as the Gov¬ 
ernment may offer. The unexcused ab¬ 
sence of any party shall not be occasion 
for delay of the hearing. 

§ 18—12.808—11 Argument. 

Within the discretion of the individual 
presiding at the hearing, limited oral ar¬ 
gument may be presented by the parties 
upon the completion of the hearing. 

§ 18-12.808-12 Findings and recom¬ 
mendations. 

As soon as practicable after com¬ 
pletion of the hearing, the hearing au¬ 
thority shall make written findings and 
recommendations with respect to all 
material issues, and shall submit such 
findings and recommendations to the 
Administrator, through the NASA Prin¬ 
cipal Compliance Officer, for such action 
as the Administrator deems appropriate. 
Reasons for the findings wUl be included 
at such length as may be appropriate. 

§18-12.809 Certificate# of Merit. 

(a) Certificates of Merit may be 
awarded: 

(1) By the Committee on its own initi¬ 
ative. The Committee acting through 
the Chairman or Vice Chairman may 
award U.S. Government Certificates of 
Merit to employers or employee organiza¬ 
tions which are or may hereafter be en¬ 
gaged in work under Government con¬ 
tracts, if the Committee is satisfied that 
the personnel and employment practices 
of the employer, or that the personnel, 
training, apprenticeship, membership, 
grievance and representation, upgrading, 
and other practices and policies of the 
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employee organization conform to the 
purpose and provisions of the Orders. 

(2) By the Executive Vice Chairman 
upon the recommendation of the Ad¬ 
ministrator. The Committee, acting 
through the Executive Vice Chairman, 
may award a U.S. Government Certifi¬ 
cate of Merit upon the recommendation 
of the Administrator. The recommen¬ 
dation should include a statement in suf¬ 
ficient detail to inform the Executive 
Vice Chairman of the basis for the rec¬ 
ommended award. Whenever an em¬ 
ployer or employee organization has 
practiced policies and procedures con¬ 
forming to the purposes and provisions 
of the Orders. NASA installations may 
make recommendations through the Di¬ 
rector of Procurement that such em¬ 
ployer or employees organizations be 
awarded a Government Certificate of 
Merit. 

(b) The Committee, acting through 
the Chairman or Vice Chairman, may at 
any time review the continued entitle¬ 
ment of any employer or employee orga¬ 
nization to a Certificate of Merit, and 
may suspend or revoke the Certificate. 

Subpart 18-12.10 added. 

Subpart 18—12.10—Nondiscrimina¬ 
tion on the Basis of Age 
§ 18—12.1000 Scope of subpart. 

This Subpart 18-12.10 sets forth (a) 
public policy against discrimination on 
the basis of age to be observed by Gov¬ 
ernment contractors and subcontractors, 
and (b) procedures to be followed in 
handling of complaints. 

§ 18-12.1001 Policy. 

It is the policy of the Executive Branch 
of the Government that (a) contractors 
and subcontractors engaged in the per¬ 
formance of Federal contracts shall not, 
in connection with the employment, ad¬ 
vancement, or discharge of employees, 
or in connection with the terms, condi¬ 
tions, or privileges of their employment, 
discriminate against persons because of 
their age except upon the basis of a 
bona fide occupational qualification, re¬ 
tirement plan, or statutory requirement, 
and (b) contractors and subcontractors, 
or persons acting on their behalf, shall 
not specify, in solicitations or advertise¬ 
ments for employees to work on Govern¬ 
ment contracts, a maximum age limit 
for such employment unless the specified 
maximum age limit is based upon a bona 
fide occupational qualification, retire¬ 
ment plan, or statutory requirement. 
This policy is stated in Executive Order 
No. 11141 of February 12, 1964 (29 F.R. 
2477). 

§ 18—12.1002 Procedure# for handling 
complaints. 

Any complaint received regarding a 
concern’s compliance with the foregoing 
public policy against discrimination on 
the basis of age should be brought to the 
attention of the concern by a communi¬ 
cation (in writing, if appropriate) which 
sets forth the policy, indicates that the 
concern’s compliance with the policy has 
been questioned, and requests that the 
concern review its compliance and, if 
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necessary, take appropriate measures to 
comply with the policy. 

Section 18-13.102-3(a) revised. 

§ 18-13.102-3 Facilities. 

(a) Contractors shall furnish all fa¬ 
cilities required for the performance of 
Government contracts. However, facili¬ 
ties may be provided by the Government 
for use by contractors when such pro¬ 
viding is determined in writing by the 
Director of the NASA installation con¬ 
cerned, or his deputy, to be necessary to 
meet essential production or program 
schedules and in the best interest of the 
Government. Before any Government 
facilities are provided to a contractor, 
careful consideration must be given to 
the full utilization of subcontractors pos¬ 
sessing adequate and available capacity 
to meet NASA requirements. Consistent 
with the policy that contractors shall not 
be given competitive advantage through 
use of Government-provided facilities, 
the willingness of a contractor to provide 
and use his own facilities in lieu of Gov¬ 
ernment-provided facilities will be a 
major factor of consideration during the 
negotiation process. When Govern¬ 
ment-owned facilities are to be provided 
to a contractor, the written determina¬ 
tion by the Director of the Installation, 
or his deputy, setting forth the necessity 
of the Government’s obligation and the 
estimated cost of the facilities authorized 
will be included in the official file of the 
related procurement contract. When the 
facilities contract covering those facili¬ 
ties included within the scope of the de¬ 
termination made in connection with the 
related procurement contract is sub¬ 
mitted to the Director of Procurement for 
approval, a copy of such determination 
will be included in the submission. When 
additional facilities are to be provided, 
which exceed the scope authorized by the 
original determination, a new determi¬ 
nation shall be made. 

Subpart 18-13.2 revised in its entirety; 

§ 18-13.204 added. 

Subpart 18-13.2—Material 

§ 18-13.200 Scope of subpart. 

This Subpart 18-13.2 sets forth poli¬ 
cies governing material furnished to con¬ 
tractors in connection with the perform¬ 
ance of contracts for supplies or services. 

§ 18-13.201 Fixed-price contracts. 

When supplies or services are con¬ 
tracted for on a fixed-price basis, mate¬ 
rial may be furnished to the contractor in 
accordance with the policy stated in § 18- 
13.102. Where a contract is to be entered 
into as a result of formal advertising, 
material to be furnished by the Govern¬ 
ment shall be set forth in the invitation 
for bids. At any time after a fixed-price 
contract has been entered into, whether 
as a result of formal advertising or ne¬ 
gotiation, the contract may be amended 
by the parties to provide for the fur¬ 
nishing of Government material or to 
increase the amount to be furnished; 
provided the Government receives ade¬ 
quate consideration for such amendment. 
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Pursuant to the clauses set forth in §§ 18- 
13.502-1 and 18-13.502-2, the Govern¬ 
ment may decrease the material fur¬ 
nished or to be furnished under the 
contract, with equitable adjustment, if 
appropriate, in the delivery terms, prices, 
or other contractual provisions affected 
thereby. When a contracting officer de¬ 
termines that a contemplated decrease 
in material would render it inequitable 
to require performance of the contract, 
in lieu of issuance of a notice in writing 
providing for such a decrease he may 
terminate the contract, in whole or in 
part, pursuant to the clause entitled 
“Termination for the Convenience of 
the Government.” 

§ 18-13.202 Cost-reimbursement type 
contracts. 

Where supplies or services are pro¬ 
cured under a cost-reimbursement type 
contract, material may be furnished to 
the contractor in accordance with the 
policy stated in § 18-13.102. At any time 
after a cost-reimbursement type con¬ 
tract has been entered into, the contract 
may be amended by the parties to provide 
for the furnishing of Government mate¬ 
rial, or to increase or decrease the 
amount to be furnished under the con¬ 
tract, with equitable adjustment, if ap¬ 
propriate. in delivery terms, fixed-fee, 
or other contractual provisions affected 
thereby. 

§ 18-13.203 Identification of materials. 

The contract schedule or specification 
shall identify specifically, by name and 
estimated quantities, all materials to be 
furnished by the Government of the 
types listed in § 18-52.508. 

§ 18-13.204 Disposal. 

Disposal of residual Government mate¬ 
rial shall be in accordance with NASA 
Management Manual 20-4-2, pursuant to 
the Federal Property and Administrative 
Services Act of 1949, as amended. 

Section 13.502-50 added. 

§ 18-13.502-50 Liability for Govern¬ 
ment property furnished for repair 
or oilier services. 

The clause set forth below shall be in¬ 
cluded in contracts for repair (modifica¬ 
tion, rehabilitation) or other servicing of 
Government property, when such prop¬ 
erty is furnished to a contractor for that 
purpose. If either a substantial quantity 
of parts or material will be furnished to 
the contractor, or a significant amount 
of scrap will result from the work to be 
performed, the contract will also con¬ 
tain the appropriate Government Fur¬ 
nished Property clause and the schedule 
of the contract shall provide that such 
material and scrap shall be governed by 
the terms of that clause. When minor 
repairs are obtained under small pur¬ 
chases procedures, the procedures of this 
paragraph will not apply. Contracting 
officers shall not require additional in¬ 
surance under the clause unless the cir¬ 
cumstances clearly indicate advantages 
to the Government which Justify a de¬ 
parture from the general policy expressed 
in § 18-10.303. 


Liability for Government Property Fur¬ 
nished for Repair or Other Services (Jan¬ 
uary 1964) 

(a) The provisions of this clause shall gov¬ 
ern with respect to any Government property 
furnished to the Contractor for repair or 
other services, and which is to be returned to 
the Government. Such property is herein¬ 
after referred to as "Government property 
furnished for servicing" and shall not be sub¬ 
ject to the provisions of any clause of this 
contract entitled "Government Furnished 
Property." 

(b) The Contractor shall maintain ade¬ 
quate records and procedures to assure that 
the Government property furnished for re¬ 
pair or servicing may be readily accounted 
for and identified at aU times while in his 
custody or possession or in the custody or 
possession of any subcontractor. 

(c) The Contractor shall be liable for any 
loss or destruction of or damage to the 
Government property furnished for repair 
or servicing caused by the Contractor’s fail¬ 
ure to exercise such care and diligence os a 
reasonable prudent owner of similar property 
would exercise under similar circumstances. 
The Contractor shall not be liable for loss 
or destruction of or damage to Government 
property furnished for repair or servicing 
resulting from any other cause except to the 
extent that such loss, destruction, or damage 
is covered by insurance (including self-in¬ 
surance funds or reserves). 

(d) In addition to any insurance (includ¬ 
ing self-insurance funds or reserves) carried 
by the Contractor and in effect on the date 
of this contract affording protection in 
whole or in part against loss or destruction of 
or damage to such Government property fur¬ 
nished for repair or servicing, the amount and 
coverage of which the Contractor agrees to 
maintain, the Contractor agrees to obtain 
such additional insurance covering loss or 
destruction of or damage to Government 
property furnished to the Contractor for re¬ 
pair or servicing as may, from time to time, 
be required by the Contracting Officer. The 
requirements for such additional insurance 
shall be effected under the procedures estab¬ 
lished by the "Changes" clause of this 
contract. 

(e) The Contractor shall hold the Gov¬ 
ernment harmless and shall indemnify the 
Government against all claims for injury to 
persons or damage to property of the Con¬ 
tractor or others arising from the Contrac¬ 
tor’s possession or use of the Government 
property furnished for repair or servicing 
or arising from the presence of said property 
on the premises or property of the Contractor. 

Section 18-13.503 revised. 

§ 18-13.503 Government property 
clau.se for cost-reimbursement type 
contracts. 

The following clause shall be used in 
cost-reimbursement type contracts for 
supplies and services (except contracts 
for experimental, developmental, or re¬ 
search work with educational or non¬ 
profit institutions, where no profit to the 
contractor is contemplated) when NASA 
is to furnish to the contractor, or the 
contractor is to acquire for the account 
of the Government, material, special 
tooling, or industrial facilities. 

Government Property (January 1964) 

(a) The Government shall deliver to the 
Contractor, for use in connection with and 
under the terms of this contract, the prop¬ 
erty described in the Schedule or specifica¬ 
tions, together with such related data and 
information as the Contractor may request 
and as may reasonably be required for the 
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intended use of such property (hereinafter 
referred to as “Government-furnished Prop¬ 
erty”). The delivery or performance dates 
for the supplies or services to be furnished 
by the Contractor under this contract are 
based upon the expectation that Govern¬ 
ment-fur nlshea Property suitable for use 
will be delivered to the Contractor at the 
times stated in the Schedule or, if not so 
stated, in sufficient time to enable the Con¬ 
tractor to meet such delivery or performance 
dates. In the event that Government-fur¬ 
nished Property is not delivered to the Con¬ 
tractor by such time or times, the Contract¬ 
ing Officer shall, upon timely written request 
made by the Contractor, make a determina¬ 
tion of the delay occasioned the Contractor 
ard shall equitably adjust the estimated 
cost, fixed fee, or delivery or performance 
dates, or all of them, and any other con¬ 
tractual provisions affected by such delay, 
in accordance with the procedures provided 
for in the clause of this contract entitled 
“Changes.” In the event that Government- 
furnished Property is received by the Con¬ 
tractor in a condition not suitable for the 
intended use. the Contractor shall, upon re¬ 
ceipt thereof, notify the Contracting Officer 
of such fact and, as directed by the Con¬ 
tracting Officer, either (i) return such prop¬ 
erty at the Government's expense or other¬ 
wise dispose of the property or (ii) effect 
repairs or modifications. Upon completion 
of (i) or (ii) above, the Contracting Officer 
upon written request of the Contractor shall 
equitably adjust the estimated cost, fixed fee, 
or delivery or performance dates, or all of 
them, and any other contractual provision 
affected by the return or disposition, or 
the repair or modification, in accordance 
with the procedures provided for in the 
clause of this contract entitled “Changes.” 
The foregoing provisions for adjustment are 
exclusive and the Government shall not be 
liable to suit for breach of contract by rea¬ 
son of any delay in delivery of Government- 
furnished Property or delivery of such prop¬ 
erty in a condition not suitable for its in¬ 
tended use. 

(b) Title to all property furnished by the 
Government shall remain in the Govern¬ 
ment. Title to all property purchased by 
the Contractor for the cost of which the 
Contractor is entitled to be reimbursed as a 
direct item of cos. under this contract, shall 
pass to and vest in the Government upon de¬ 
livery of such property by the vendor. Title 
to other property, the cost of which is re¬ 
imbursable tc the Contractor under the con¬ 
tract. shall pas; to and vest in the Govern¬ 
ment upon (i) Issuance for use of such prop¬ 
erty in the performance of this contract, or 
(U) commencement of processing or use of 
sv.ch property in the performance of this 
contract, or (ill) reimbursement of the cost 
thereof by the Government, whichever first 
occurs. All Government-furnished Property, 
together with all property acquired by the 
Contractor title to which vests in the Gov¬ 
ernment u*.der this paragraph, is subject to 
the provisions of this clause and is herein¬ 
after collectively referred to as “Government 
Property." 

(c) Title to the Government Property shall 
not be affected by the incorporation or at¬ 
tachment thereof to any property not owned 
by the Government, nor shall such Govern¬ 
ment Property, or any part thereof, be or 
bv.come a fixture or lose its identity as per¬ 
sonalty by reason of affixation to any realty. 
The Contractor shall comply with the pro¬ 
visions of the NASA Industrial Property Con¬ 
trol Manual (NPC-105) as In effect on the 
date of the contract, which Manual is hereby 
Incorporated by reference and made a part of 
this contract. 

(d) The Government Property provided or 
furnished pursuant to the terms of this con¬ 
tract shall, unless otherwise provided herein. 
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be used only for the performance of this 
contract. 

(e) The Contractor shall maintain and 
administer, in accordance with sound in¬ 
dustrial practice, a program for the mainte¬ 
nance. repair, protection, and preservation 
of Governmen„ Property so as to assure Its 
full availability and usefulness for the per¬ 
formance of this contract. The Contractor 
shall take all reasonable steps to comply with 
all appropriate directions or Instructions 
which the Contracting Officer may prescribe 
as reasonably necessary for the protection of 
Government Property. 

(f) (1) The Contractor shall not be liable 
for any loss of or damage to the Government 
Property, or for expenses Incidental to such 
loss or damage, except that the Contractor 
sLall be responsible for any such loss or 
damage (including expenses incidental 
thereto): 

(I) Which results from willful misconduct 
or lack of good faith on the part of any one 
of the Contractor’s directors or officers, or 
on the part of any of his managers, super¬ 
intendents, or other equivalent representa¬ 
tives, who has supervision or direction of— 

(A) All or substantially all of the Con¬ 
tractor’s business; or 

(B) All or substantially all of the Con¬ 
tractor’s operations at any one plant or sep¬ 
arate location in which this contract is being 
performed, or 

(C) A separate and complete major In¬ 
dustrial operation in connection with the 
performance of this contract: 

(II) Which results from a failure on the 
part of the Contractor, due to the willful mis¬ 
conduct or lack of good faith on the part of 
any of his directors, officers, or other rep¬ 
resentatives mentioned in subparagraph (!) 
above— 

(A) To maintain and administer, in ac¬ 
cordance with sound Industrial practice, the 
program for maintenance, repair, protection, 
and preservation of Government Property as 
required by paragraph (e) hereof; or 

(B) To take all reasonable steps to comply 
with any appropriate written directions of 
the Contracting Officer under paragraph (e) 
hereof; 

(ill) For which the Contractor Is otherwise 
responsible under the express terms of the 
clause or clauses designated in the Schedule; 

- (Iv) Which results from a risk expressly 
required to be Insured under this contract 
but only to the extent of the Insurance so 
required to be procured and maintained, or 
to the extent of insurance actually procured 
and maintained, whichever is greater; or 

(v) Which results from a risk which is In 
fact covered by Insurance or for which the 
Contractor is otherwise reimbursed, but only 
to the extent of such insurance or reimburse¬ 
ment; 

Provided, That If more than one of the above 
exceptions shall be applicable in any case, 
the Contractor's liability under any one ex¬ 
ception shall not be limited by any other 
exception. This clause shall not be con¬ 
strued as relieving a subcontractor from 
liability for loss or destruction of or damage 
to Government Property In his possession or 
control, except to the extent that the sub¬ 
contract, with the prior approval of the Con¬ 
tracting Officer, may provide for the relief 
of the subcontractor from such liability. In 
the absence of such approval, the subcon¬ 
tract shall contain appropriate provisions 
requiring the return of all Government Prop¬ 
erty in as good condition os when received, 
except for reasonable wear and tear or for 
the utilization of the property in accordance 
with the provisions of the prime contract. 

(2) The Contractor shall not be reimbursed 
for, and shall not Include as an item of over¬ 
head. the cost of Insurance, or any provision 
for a reserve, covering the risk of loss of or 
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damage to the Government Property, except 
to the extent that the Government may have 
required the Contractor to carry such Insur¬ 
ance under any other provisions of this con¬ 
tract. 

(3) Upon the happening of loss or destruc¬ 
tion of or damage to the Government Prop¬ 
erty, the Contractor shall notify the 
Contracting Officer thereof, and shall com¬ 
municate with the Loss and Salvage Orga¬ 
nization, If any, now or hereafter designated 
by the Contracting Officer, and with the 
assistance of the Loss and Salvage Organiza¬ 
tion so designated (unless the Contracting 
Officer has designated that no such organiza¬ 
tion be employed), shall take all reasonable 
steps to protect the Government Property 
from further damage, separate the damaged 
and undamaged Government Property, put 
all the Government Property In the best 
possible order, and furnish to the Contract¬ 
ing Officer a statement of— 

(I) The loss, destroyed, and damaged Gov¬ 
ernment Property, 

(II) The time and origin of the loss, de¬ 
struction, or damage, 

(ill) All known interests in commingled 
property of which the Government Property 
is a part, and 

(lv) The insurance. If any, covering any 
part of or interest In such commingled prop¬ 
erty. 

The Contractor shall make repairs and reno¬ 
vations of the damaged Government Property 
or take such other action as the Contracting 
Officer directs. 

(4) In the event the Contractor Is in¬ 
demnified, reimbursed, or otherwise compen¬ 
sated for any loss or destruction of or damage 
to the Government Property, he shall use the 
proceeds to repair, renovate, or replace the 
Government Property involved. 

Section 18-13.505-2; clause revised 
through paragraph (c) only. 

§ 18-13.505—2 Long form clause. 

In all other fixed-price research and 
development contracts of $25,000 and 
over with nonprofit institutions where 
Government-furnished property is in¬ 
volved, the following long form clause 
shall be included in the contract: 

GOVERN MJtNT-FURNTSHED PROPERTY (LONG 
Form) (April 1962) 

(a) The Government shall deUver to the 
Contractor, for use in connection with and 
under the terms of this contract, the prop¬ 
erty described in the Schedule or specifica¬ 
tions, together with such related data and 
information as the Contractor may request 
and as may reasonably be required for the 
Intended use of such property (hereinafter 
referred to as “Government-furnished Prop¬ 
erty”). The deUvery or performance dates 
for the supplies or services to be furnished 
by the Contractor under this contract are 
based upon the expectation that Govern¬ 
ment-furnished Property suitable for use 
will be delivered to the Contractor at the 
times stated In the Schedule or, if not so 
stated, in sufficient time to enable the Con¬ 
tractor to meet such delivery or performance 
dates. In the event that Government- 
furnished Property is not delivered to the 
Contractor by such time or times, the Con¬ 
tracting Officer shall, upon timely written re¬ 
quest made by the Contractor, make a de¬ 
termination of the delay occasioned the Con¬ 
tractor thereby, and shall equitably adjust 
the delivery or performance dates or the 
contract price, or both, and any other con¬ 
tractual provision affected by the delay. In 
the event that Government-furnished Prop¬ 
erty Is received by the Contractor In a con¬ 
dition not suitable for its Intended use, the 
Contractor shall, upon receipt thereof, notify 


No. 11—Pt. II-10 


FEDERAL REGISTER, VOL. 31, NO. 11—TUESDAY, JANUARY 18, 1966 





668 


RULES AND REGULATIONS 


the Contracting Officer, of such fact and. as 
directed by the Contracting Officer, either (1) 
return such property at the Government’s 
expense or otherwise dispose of such prop¬ 
erty, or (li) effect repairs or modifications. 
Upon completion of (l) or (11) above the 
Contracting Officer upon timely written 
request of the Contractor shall equi¬ 
tably adjust the delivery or performance 
dates or the contract price, or both, and any 
other contractual provision affected by the 
return, disposition, repair, or modification. 
The foregoing provisions for adjustment are 
exclusive and the Government shall not be 
liable to suit for breach of contract by rea¬ 
son of any delay in delivery of Government- 
furnished Property or delivery of such prop¬ 
erty In a condition not suitable for its in¬ 
tended use. 

(b) By notice in writing the Contracting 
Officer may decrease the property furnished 
or to be furnished by the Government under 
this contract. In any such case, the Con¬ 
tracting Officer upon timely written request 
of the Contractor shall equitably adjust the 
delivery or performance dates or the con¬ 
tract price, or both, and any other contrac¬ 
tual provisions affected by the decrease. 

(c) Title to the Government-furnished 
Property shall remain in the Government. 
Title to Government-furnished Property 
shall not be affected by the incorporation or 
attachment thereof to any property not 
owned by the Government, nor shall such 
Government-furnished Property, or any part 
thereof, be or become a fixture or lose its 
identity as personality by reason of affixation 
to any realty. 

In accordance with 4.5105, the following 
alternate paragraph (c) may be used: 

(c) Title to Government-furnished Prop¬ 
erty shall remain in the Government, ex¬ 
cept for that equipment the title to which 
is transferred to the Contractor pursuant to 
this paragraph. The Contracting Officer may 
at any time during the term of this contract, 
or upon completion or termination, transfer 
title to equipment to the Contractor upon 
such terms and conditions as may be agreed 
upon: Provided, That the Contractor shall 
not under any Government contract, or sub¬ 
contract thereunder, charge for any depreci¬ 
ation, amortization, or use of such equip¬ 
ment as is donated under this paragraph. 
Upon the transfer of title to equipment 
under this paragraph, such equipment shall 
cease to be Government-furnished Property, 
Title to Government-furnished Property, not 
otherwise transferred to the Contractor, 6hall 
not be affected by the incorporation or at¬ 
tachment thereof to any property not owned 
by the Government, nor shall such Govern¬ 
ment-furnished Property, or any part there¬ 
of. be or become a fixture or lose its identity 
as personalty by reason of affixation to any 
realty. (April 1962) 

Subpart 18-13.50 added. 

Subpart 18-13.50—Acquisition of 
Idle Production Equipment 

§ 18-13.5000 Scope of subpart. 

This Subpart 18-13.50 establishes pro¬ 
cedures for the acquisition of idle pro¬ 
duction equipment from the Department 
of Defense, Industrial Plant Equipment 
Center (DIPEC) pursuant to the DOD- 
NASA Letter of Agreement for Utiliza¬ 
tion of Idle Industrial Plant Equipment 
set forth in NASA Management Instruc¬ 
tion 1052.17. 

§ 18-13.5001 General. 

Consistent with the policy set forth in 
5 18-13.102-3. NASA will not provide 
contractors with machine tools and/or 


plant equipment where an economical, 
practical and appropriate alternate 
means of obtaining the tools or equip¬ 
ment exists. Contracting officers, prior 
to the use of this procedure, shall deter¬ 
mine that: 

(a) Suitable equipment is not avail¬ 
able at any other NASA installation for 
loan or transfer, and 

(b) Current excess property listings 
promulgated by the Department of De¬ 
fense and the General Services Admin¬ 
istration have been screened, and that 
the requirement cannot be satisfied 
therefrom. 

§ 18-13.5002 Procedure. 

(a) Requests for idle industrial plant 
equipment. Requests for item(s) of 
equipment to be acquired by screening 
availability from DIPEC idle inventories 
shall be submitted on DD Form 1419 
(DOD Products Equipment Requisition/ 
Non-Availability Certificate) in an orig¬ 
inal and three (3) copies to the Office of 
Procurement (CODE KDF) for process¬ 
ing. 

(b) Instructions for preparation of 
DD Form 1419. DD Form 1419 will be 
initiated by the NASA office requiring 
the equipment. A separate form will be 
completed for each item of equipment 
required; i.e., if sixteen (16) lathes of the 
same type and model are required, six¬ 
teen (16) DD Form 1419’s will be com¬ 
pleted as follows: 

Case Number. A case number will be as¬ 
signed to each DD Form 1419 request by 
the NASA installation. Each number as¬ 
signed will be coded for Automatic Data 
Processing by DIPEC. It will also identify 
the requiring installation and provide a se¬ 
rial number and date of submission for sub¬ 
sequent reference. The case number will 
begin with the appropriate NASA Installa¬ 
tion Symbol Identification set forth below: 


Langley Research Center-XNAS01 

Ames Research Center- XNAS02 

Lewis Research Center_ XNAS03 

Flight Research Center.. XNAS04 

Goddard Space Flight Center-XNAS05 

Wallops Station. XNAS06 

Western Operations Office-XNAS07 

George C. Marshall Space Flight 

Center___XNAS08 

Manned Spacecraft Center-XNAS09 

John F. Kennedy Space Center-XNAS10 

North Eastern Office_ XNAS11 

Headquarters- XNASOW 

Office of Research Grants and 

Contracts_XNAROO 

SNPO Germantown-XSNPOG 

SNPO Cleveland Extension-.XSNPOG 

SNPO Nevada Extension..XSNPON 


Next will be a 4-digit entry comprised of 
the last digit of the current calendar year 
and the Julian date of the year, i.e., 3035 for 
February 4, 1963. The last entry will be a 
4-digit number from 0001 to 9999, to sequen¬ 
tially number requisition forms prepared on 
the same date. For example: the ninth req¬ 
uisition prepared on February 1, 1963, would 
be “3032-0009” preceded by the Field In¬ 
stallation Symbol Identification, an example 
being Langley—“XNAS01 3032-0009”. When 
submitting subsequent DD Forms 1419 re¬ 
lated to the item requested, the same case 
number is to be used and alpha code added 
to the end of the case number to indicate 
a second or third action on the basic request. 
Alpha “A” would indicate a second request, 
“B” a third, etc. In this manner, all actions, 
correspondence, etc., relative to a given 


request can be identified at all levels of proc¬ 
essing, by the use of the case number. 

Section I 

Item Description. It is necessary to pro¬ 
vide a complete description of the item de¬ 
sired, to obtain maximum screening results. 

Requests for single purpose or general 
purpose equipment with special features 
must contain detailed descriptive data as to 
the size and capacities, setting forth special 
operating features or particular operations 
required to be performed by the item. 

Commodity Code (Block 1). Check the 
appropriate block to indicate the code used. 
PEC (Production Equipment Code as listed 
in the ’’Production Equipment Directory” 
and “DOD Classification of Equipment for 
Inventory Control”) for metalworking, weld¬ 
ing, heat cutting and metallizing equipment 
or SCO Code (Standard Commodity Classi¬ 
fication Code) for other industrial plant 
equipment. Enter the complete 10-dlgit 
PEC or 12-dlgit SCC for the type of item 
being requested. For activities using the 
Federal Stock Number (FSN) as the identi¬ 
fying system, the FSN should be entered and 
“FSN” typed above the cell blocks of item 
one. 

Model Code (Block 2). The model code 
will follow the machine description and will 
precede the manufacturer’s code. It will 
always be placed in the 11th and 12th blocks. 
The 11th and 12th digit of the PEC is the 
2-digit model code for metalworking, weld¬ 
ing. heat cutting, and metallizing equip¬ 
ment. For Industrial Plant Equipment 
other than metalworking, welding, heat cut¬ 
ting, metallizing equipment, the 11th and 
12th digit of the SCC is a component part 
of the descriptive code. Since this type of 
equipment does not have a model code, the 
10 blocks in Item 1 and the two (2) blocks of 
Item 2 will be combined as one 12-digit 
entry. FSN’s will be entered in the 10 blocks 
of Item 1 and the first block of Item 2. 

Manufacturer’s Code (Block 3 ). Enter the 
5-dlglt numerical code identifying the manu¬ 
facturer of the item of equipment as listed in 
DSMA H4—1, “Federal Supply Code for Manu¬ 
facturers”. 

Power Code (Block 4). Enter the appli¬ 
cable 2-dlglt input power code described in 
Appendix B of NASA Industrial Property 
Control Manual (NPC 105). These codes 
designate the voltage, current, phase and 
cycle on which the basic item will be 
operated. 

Manufacturer and Model Number (Block 
5). Enter the name of the manufacturer of 
the item and model, style or catalog number 
assigned to the equipment by the manufac¬ 
turer. Always use the model number if 
available. The style number would be next 
in preference. In most cases the model 
number is shown on the item of equipment. 
When a model, type or catalog number is not 
assigned by the manufacturer, the word 
“none” will be inserted. 

Description (Block 6). Complete detailed 
description listing size, capacities, and ad¬ 
justments thereof. The ability of DIPEC to 
make an intelligent determination of avail¬ 
ability will depend upon the requestor’s com¬ 
pleteness of description. Requisitions for 
metalworking, welding, heat cutting, and 
metallizing equipment must include the 
capacities listed in the 1960 Directory of 
Metal Working Machinery and/or the Direc¬ 
tory of Welding, Heat Cutting and Metalliz¬ 
ing Equipment. Request for single purpose 
or general purpose equipment with special 
features must contain within the descrip¬ 
tion, detailed data as to size and capacities, 
setting forth special operating features or 
particular operations required to be per¬ 
formed by the item. 

Excess Item (Block 7). Self-explanatory. 

Date Item Desired (Block 8). This should 
represent that point in time wherein NASA 
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must have an acceptable item. (In addition 
enter a second date, under “Shipping In¬ 
structions," Block 58, which will indicate 
the earliest date the item can be accepted at 
the user’s site.) 

Procurement Specification Attached 
(Block 10). Not applicable. 

Section II. 

Block 11. Must reflect NASA office or NASA 
contractor for which the requisition is issued. 

Block 12. Contract number if for contrac¬ 
tor facilities requirements. (Absence of 
such will delay processing of request until 
number is furnished.) 

Block 13. Applies to Appendices to Con¬ 
tractor Proposals. 

Block 14. Cite applicable program for 
which equipment is intended. 

Block 15. Division or Department Head of 
NASA requisitioning office. 

Block 16. Signature of person named in 
Block 15. 

Block 17. Date requisition signed. 

Section III 

Block 18. Must reflect NASA center vali¬ 
dating request. 

Block 19. Signature of person named in 
Block 21. 

Block 20. Date approval signed. 

Block 21. Contracting Officer or Procure¬ 
ment Officer of NASA Center or his author¬ 
ized representative. 

Section IV 

Block 22. Check appropriate box. 

Section V 

To be completed by Office of Procurement 
(Code KDF). NASA Headquarters. 

Section VI 

To be completed by DIP EC. After com¬ 
pletion by DIPEC, copy is used for admit¬ 
tance to storage site for inspection of prop¬ 
erty offered. 

Section VII 

To be completed by DIPEC if equipment 
not available. The statement directly below 
' Certification Number” does not apply to 
NASA. 

Section VIII 

Blocks 48, 49, and 50 are to be completed 
by office signing request in Section m, after 
inspection. 

Section IX 

Self-explanatory. However, Insure that 
a PPropriation symbols are included in blocks 
56 and 57 and that proper and adequate 
shipping address as well as marking instruc¬ 
tion are provided to permit the equipment to 
arrive at destination. Work order number 
can be shown in blocks 66 and 67 after cita¬ 
tion of appropriation symbol. (See Instruc¬ 
tions for Section I, Block 8.) 

Section X 

To be completed by DIPEC. 

(c) Processing DD Form 1419. 

(1) The essential information, out¬ 
lined in the above instructions, covering 
Sections I, n, and in is required to be 
completed prior to submission of DD 
Form 1419 to the Office of Procurement 
(Code KDF). The Office of Procure¬ 
ment will review each submission for 
completeness and authenticity. Incom¬ 
plete or invalid requests will be returned 
for correction. The original and two (2) 
copies of the approved DD Form 1419 
will be forwarded to DIPEC for screen¬ 
ing of Inventories. Upon completion of 
the screening process, DIPEC will an¬ 


notate the results of the screening in 
Section VI and VII. Certification of 
non-availability when cited in Section 
VII is evidence that screening has been 
accomplished by DIPEC. The original 
and one (1) copy of the request will be 
returned by DIPEC to the approving 
official indicated in Block 21 of Section 
in through the Office of Procurement 
(Code KDF). 

(2) When a suitable item is allocated 
in Section VI, inspection of the equip¬ 
ment is recommended. Notification of 
acceptance or rejection of the item 
offered must reach DIPEC within 30 days 
after allocation. A copy of the DD 
Form 1419 will serve as the clearance 
document to inspect the equipment at 
the storage site. Acceptance or rejec¬ 
tion of item, without inspection or after 
inspection is to be noted in Section VTn. 
If it is determined that the item is ac¬ 
ceptable. Section IX is to be executed. 
The NASA appropriation symbol must be 
cited where applicable in Section IX. 
In either instance, acceptance or rejec¬ 
tion, the original of the DD Form 1419 
is to be returned-to DIPEC through the 
Office of Procurement (Code KDF). 

§ 18-13.5003 Transfers from NASA to 
the military departments. 

Requests for NASA idle production 
equipment received by NASA installa¬ 
tions from the military departments 
shall be referred to the Office of Pro¬ 
curement (Code KDF) for appropriate 
action. 

Subpart 18-13.51 revised in its entirety. 

Subpart 18—13.51—Industrial Facili¬ 
ties Expansion, Application and 

Approval 

§18—13.5100 Scope of subpari. 

This Subpart 18-13.51 sets forth the 
procedures for providing Government- 
owned industrial facilities, (hereinafter 
referred to in this Subpart as “facili¬ 
ties”) to contractors and subcontractors 
for the performance of NASA related 
procurement contracts for supplies, serv¬ 
ices, and research and development. 

§ 18-13.5101 Consideration of facilities 
expansion applications. 

(a) Facilities expansion will be sub¬ 
ject to the policy set forth in § 18-13.102- 
3 and Subpart 18-13.4 to the extent ap¬ 
proved and authorized therein. In de¬ 
termining action or recommendations in 
regard to the expansion of facilities, the 
procuring office will be guided by ap¬ 
plicable regulations. 

<b) It is the continuing obligation of 
NASA personnel who are: (1) Sponsor¬ 
ing the development of NASA programs, 
(2) selecting sources, or (3) negotiating 
related procurement contracts, to give 
due consideration to utilization of exist¬ 
ing capacity. Where additional facili¬ 
ties are required, every effort will be 
made to select those sources that demon¬ 
strate a willingness and ability to provide 
their own facilities. NASA contractors 
and subcontractors are expected to fur¬ 
nish all facilities unless it is otherwise 
determined to be in the best interests of 
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the Government. Contractors should be 
informed of the possible advantages to 
be gained in providing their own facili¬ 
ties because of depreciation now author¬ 
ized for Federal income tax purposes. 
The extent to which NASA contractors 
furnish their own facilities will be one of 
the factors considered in establishing the 
amount of profit or fee to which the con¬ 
tractors are entitled. 

(c) Facilities expansion normally will 
be initiated pursuant to one of the fol¬ 
lowing conditions: 

(1) When Government procurement 
personnel are unable to locate qualified 
contractors having or willing to provide 
the required capacity; 

(2) When prime contractors are un¬ 
able to locate subcontractors having or 
willing to provide the required capacity; 
or 

(3) After an exhaustive search has 
failed to disclose a source or supplier 
having or willing to provide the required 
capacity. 

§ 18—13.5102 Procedure for determin¬ 
ing facilities expansion. 

The following procedures will be ap¬ 
plied in determining the need for facili¬ 
ties expansion, to the extent applicable: 

(a) When prime contractors are being 
selected or requested to submit proposals 
pursuant to § 18-3.802-3, for each pro¬ 
curement, the contracting officer will re¬ 
quire all potential sources to state in 
writing whether additional facilities will 
be required, the estimated cost and na¬ 
ture of such facilities, and whether the 
contractor will furnish the facilities with 
contractor funds or will request the Gov¬ 
ernment to provide the facilities. The 
contracting officer will insure that all 
potential sources are given consideration 
and that no other suitable source is 
available requiring fewer Government- 
provided facilities. 

<b) When the selected contractor has 
stated that additional Government fa¬ 
cilities will be required, the contracting 
officer will advise the contractor to sub¬ 
mit a formal application for facilities, 
furnishing the information indicated in 
§§ 18-13.5105 and 18-13.5106. The con¬ 
tractor may request assistance in pre¬ 
paring his application for facilities. In 
order to expedite processing the applica¬ 
tion, it is important that full and com¬ 
plete justification be given for the re¬ 
quired facilities. When the application 
for facilities is prepared in conjunction 
with contract proposal for an end-item, 
nine (9) copies of the facility application 
should be forwarded together with the 
proposal, or as soon as practicable there¬ 
after. Any facilities requirements by 
subcontractors shall be prepared in ac¬ 
cordance with the procedures and pro¬ 
visions of this Subpart 18-13.51 and 
submitted through the prime contractor 
to the contracting officer for comments 
and evaluations. All facilities approved 
for subcontractors will be provided under 
separate facilities contracts except as 
may be provided under paragraph 18- 
13.5102(d). 

(c) If a facilities project involves 
construction work, approval of the As¬ 
sociate Administrator must have been 
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obtained by the cognizant NASA Head¬ 
quarters Program Director prior to the 
initiation of the procurement action, in 
accordance with the policies and pro¬ 
cedures set forth in NASA Management 
Manual 4-1-1. 

(d) Facilities provided under a related 
procurement contract pursuant to 5 18- 
13.401-1 will be controlled by a facilities 
action control number. Before provid¬ 
ing facilities (not in excess of $50,000) 
under a related procurement contract, 
the contracting officer must obtain the 
facilities action control number from the 
Office of Procurement (Code KDF). 
The contracting officer will obtain the 
facilities action control number by 
letter or telegram as the urgency of each 
case demands. Such communications 
will include as a minimum: 

(1) The proposed contract number: 

(2) Name of contractor and plant 
location; 

(3) A brief description of the facilities 
and purpose of expansion, and 

(4) Total estimated cost of the ad¬ 
ditional Government facilities to be pro¬ 
vided. 

Application for and justification of fa¬ 
cilities so provided will be in accordance 
with tliis Subpart 18-13.51. When the 
related procurement contract is awarded, 
the contracting officer will insure that an 
appropriate facilities clause is included 
according to § 18-13.401-1. 

§ 18-13.5103 Processing the applica¬ 
tion. 

(a) Upon receipt of a formal facilities 
application, the contracting officer will: 

(1) Forward three (3) copies of the 
application to the appropriate installa¬ 
tion technical office for review and re¬ 
quest comments and recommendations 
as to the technical aspects and overall 
scope of application. 

(2) Forward one (1) copy to the Office 
of Procurement (Code KDF) for infor¬ 
mation. 

(3) Forward one (1) copy to the ap¬ 
propriate small business specialist for 
review pursuant to the provision of 
§ 18-1.702. 

(4) Initially appraise and obtain cor¬ 
rection for any proposal deficiencies, in¬ 
cluding. 

(i) Review facilities application for 
adequacy and completeness; 

(ii) Delete items which duplicate con¬ 
tractor facilities having open time avail¬ 
able; 

(iii) Investigate the possibility of in¬ 
creasing subcontracting to reduce or 
eliminate the need for Government pro¬ 
vided facilities; 

(iv) Examine loading methods used 
by the contractor in developing facilities 
requirements; 

(v) Analyze the validity of the justi¬ 
fication ; 

(vi) Process nonseverable facilities in 
accordance with § 18-13.406 and elimi¬ 
nate where not justified, and 

(vii) Appraise the contractor’s state¬ 
ment of the availability of local service 
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(utilities, labor housing, transportation, 
etc.) which may be necessary to support 
a proposed expansion. 

(b) Based upon his evaluation of the 
application, and the comments and 
recommendations of the appropriate in¬ 
stallation technical office, the contract¬ 
ing officer will forward his findings and 
recommendations together with one (1) 
copy of the application to the cognizant 
installation project manager for review 
and approval. In making the request, 
the contracting officer will include the 
dollar amount recommended for ap¬ 
proval and a request that a purchase 
request in that monetary amount be 
furnished to him for supporting the 
facilities contract. 

§ 18-13.5101 Administration of ap¬ 
proved facilities application. 

After negotiation of a facilities con¬ 
tract or amendment thereto provid¬ 
ing for the furnishing of Government 
facilities, NASA Headquarters approval 
will be obtained pursuant to § 18- 
13.403 and the administrative phase of 
the procurement will be treated as 
follows: 

(a) The contracting officer or his au¬ 
thorized representative assigned to ad¬ 
minister the facilities contract will de¬ 
termine necessity for the individual 
items listed on the approved application. 
The determination of necessity will be 
made on the basis of the installation 
technical office confirmation of require¬ 
ments. 

(b) The contracting officer or his au¬ 
thorized representative will identify 
equipment which may be available from 
existing Government inventories and 
will request assistance of the Office of 
Procurement (Code KDF) in screening 
idle inventories. Allocation of idle 
equipment will be requested by the con¬ 
tractor through and with the concur¬ 
rence of the NASA contracting officer 
pursuant to Subpart 18-13.50. If screen¬ 
ing of any item of idle production equip¬ 
ment on an approved application cannot 
be completed prior to the required re¬ 
lease for procurement date, the con¬ 
tracting officer or his representative may 
approve purchase of the item without 
further screening. 

(c) Revisions to the approved appli¬ 
cation to conform to determination of 
necessity will be subject to the approval 
of the contracting officer. The deter¬ 
mination of necessity will be made as 
expeditiously as possible and normally 
will be made on the basis of the con¬ 
tractor’s statement that the justification 
as delineated in the approved applica¬ 
tion remains valid; the contracting offi¬ 
cer may, however, request additional 
justification, if, in his judgment, such 
a request is justified. 

(d) Substitution of items for similar 
items listed on an approved appli¬ 
cation may be considered when necessi¬ 
tated by engineering changes, techno¬ 
logical changes, or nonavailability in 
reserve inventories, and may be ap¬ 
proved by the contracting officer or his 


authorized representative when the sub¬ 
stituted item either: 

(i) Falls within the same schedule 
subcategory as the previously approved 
item, or 

(ii) Is justified for the same intended 
function and remains within the esti¬ 
mated cost of the previously approved 
item, or 

(iii) In cases of justified necessity, ex¬ 
ceeds such amount provided that the 
approved dollar amount of the Appendix 
A schedule category is not exceeded. 

Proposed substitutions not meeting the 
foregoing standard will be processed as 
facilities expansions in accordance with 
this § 18-13.5104. 

§ 18-13.5105 Formal for Industrial Fa¬ 
cilities Application. 

(Appendix A, Contract No.-) 

Date:-*- 

NAME AND ADDRESS OP COMPANY 

Nature of facilities: (Insert here the types 
of proposed facilities such as laboratories, 
warehouses, machine tools, etc.). 

Location: (Address where facilities are to 
be located). 

For the support of: (Give brief statement 
covering work to be performed). 

SUMMARY SHEET 

Estimated 

cost 

Schedule I—Land and Land Preparation 

(a) Land --- - 

(b) Land Preparation- - 

Schedule II—Buildings and Structures 

(a) New Construction- - 

(b) Rehabilitation Only- - 

(c) Installations (not mechani¬ 

cal - - 

(d) Improvements on Govern¬ 

ment Property- - 

(e) Improvements on non-Gov- 

ernment Property- - 

(f) Architect-Engineering Serv¬ 

ices _ _ 

Schedule HI—Machinery. Equipment and In¬ 
strumentation 

(a) Machine Tools- - 

(b) Related Production Equip¬ 

ment - -- 

(c) Rehabilitation of Machine 

Tools Only- - 

(d) Building Installation (Me¬ 

chanical) -- -- 

(e) Laboratory and Testing 

Equipment- - 

(f) Furniture and Equipment— - 


Total.-. 

Schedule IV—Portable Tools and Materials 
Handling and Automotive Equipment 

(a) Portable Tools-- -- 

(b) Material Handling and Auto¬ 

motive Equipment- - 


Total_ —. 

Schedule V—Machinery and Equipment In¬ 
stallation Costs 

Total... 

Grand total-— -- 
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Detailed Descriptions op Schedules 
Schedule I—Land and Land Preparation 

Estimated 

Hem No.: cost 

(a) Land: Give legal description 
acreage, location and esti¬ 
mated cost. A map, print, or 
drawing must be furnished as 
Exhibit I showing location of 
plant in relation to adjacent 
terrain features such as: air¬ 
ports, highways, railroads, 
powerlines, etc., with appro¬ 
priate Identifying designation 
of each. Cost of land will in¬ 
clude all estimated costs of 
sales which are payable by 
purchasers. 

Total Schedule 1(a)_ 

(b) Land Preparation: Include 
Improvements such as clear¬ 
ing, leveling, grading and 
drainage, and any other items 
not subject to depreciation by 
item and estimated cost of 
each item. 

Total Schedule 1(b). 

Total Schedule I_ 

Schedule n—Buildings and Structures 

(a) New Construction: Include 
a full list of structures, with 
complete description and esti¬ 
mated cost of each unit. One 
or more prints or sketches 
must be furnished as an ex¬ 
hibit for each building (show¬ 
ing relation to complete 
plant), the proposed type of 
structure, floor plan and ele¬ 
vations, with brief memoran¬ 
dum specifications cross refer¬ 
encing appropriate exhibits. 
(Architect-Engineer Services, 

* . ) 

Total Schedule 11(a)___ 

(b) Rehabilitation Only: Cover 

all rehabilitation of structure, 
electrical systems, plumbing, 
heating, waterlines, etc., with¬ 
in structures with estimated 
cost of each item. (Architect- 
Engineer Services. $_) 

Total Schedule 11(b).. 

(c) Installations (Not Mechani¬ 
cal) : Cover all items and ma¬ 
terials and cost therefore, 
including charges for installa¬ 
tion, used In connection with 
installations of electrical pow¬ 
er and illumination, plumb¬ 
ing, heating, air-conditioning, 
sprinkler systems, etc., usually 
Included in building costs 
with the exception of power- 
lines, waterlines, etc., outside 
of the building itself which 
arc to be included in Schedule 
II (d) and (e). Items listed 
here should refer to the indi¬ 
vidual building as listed in 
Schedule n(a) above, and 
must be described In sufficient 
detail for cost evaluation. 
(Architect-Engineer Services, 

* . ) 

Total Schedule 11(c)_ _ 


Detailed Descriptions or Schedules —Con. 

Schedule n —Continued 

Estimated 

Item No.: cost 

(d) Improvements on Govern¬ 
ment Property: This includes 
paving of yards, runways, 
parking areas, etc., fencing of 
property, utilities improve¬ 
ments, and spur tracks on 
areas outside of buildings but 
on property owned or con¬ 
trolled by the Government 
and leased to the contractor. 

Give full details including 
costs and installation charges, 
of each item and the location 
of each on an appropriate 
plot plan. (Architect-Engi¬ 
neer Services, $_.) 

Total Schedule 11(d)... 

(e) Improvements on non-Gov- 

ernment Property: Same 
as (d) above. 

Total Schedule 11(e)- _ 

(f) Architect-Engineer Serv¬ 

ices : 

Total Schedule 11(f) 

(a, b, c, d, and e) __ _ 


Total Schedule n_ _ 

Special Instructions Pertaining to 
Schedules I and II 

Estimated Architect-Engineer Services 
Costs are to be established for each con¬ 


struction or rehabilitation project but ex¬ 
cluded from Schedule II subtotals for other 
items of Schedule II. Total estimated cost 
of Architect-Engineer Services should be en¬ 
tered under Schedule 11(f). 

If there are costs for utilities, railroad ex¬ 
tensions, etc., but not on property owned 
or controlled by the Government and leased 
to the contractor, such costs must be in¬ 
cluded in 11(e). 

Every effort should be made to persuade 
utility companies, railroad companies, or 
other owners of the realty, to absorb all or 
part of the costs of such items. If no por¬ 
tion of the cost of such items will be paid 
by the utility, railroad company, or land- 
owner, a statement to that effect, signed by 
an official of such company, must be in¬ 
cluded. Where the Government is requested 
to pay for all or part of such off site installa¬ 
tion costs, a definite statement from the 
applicant Justifying the necessity for such 
costs must be Included. Cross reference 
from descriptions to Exhibits must be made 
in order that details may be made clear. In 
the event Government expenditure is au¬ 
thorized for any off site land installation, an 
agreement protecting the Interest of the Gov¬ 
ernment must be negotiated. 

Sufficient Information shall be provided so 
as to permit a reviewer to not only analyze 
and evaluate the requirements for each item 
but also to analyze and evaluate all items as 
a total requirement. 


Schedule III—Machinery, Equipment, and Instrumentation 


Item 

No. Quantity 



Description 

(a) Machine tools (now and used) include welders, presses, and 
hammers. Specify if item is used. 

Costs ofinstolluiion will he entered parenthetically under descrip¬ 
tion but not added in group or Schedule 111(a) subtotal. Tills 
charge will be included iu Schedule V. (Example: Installation 
Cost $-each). 

Total Schedule III (n)... 

(b) Related production equipment: 

Sheet mctnl equipment, foundry equipment anodizing and 
(dating equipment, and other production equipment of a 
permanent nature necessary for production. Show instal¬ 
lation cost as indicated In Schedule III (a) instructions. 

To ml Schedule II 1(b)__-.. 

(c) Rehabilitation of machine tools only: 

Rehabilitation of machine tools only are to fce included in 
this item. Show installation costs as Indicated in Schedule 
III (a) inst ructions. 

Total Schedule 111(c).. 

(d) Building installations (mechanical): 

Stokers, motors, and their mechanical systems, installed in 
buildings, including crimes, hoists, conveyor systems, etc. 
Show installation costs as indicated in Schedule 111(a) 
instructions. 

Total Schedule III(d)... 

(e) Laboratory and testing equipment: 

Show iiisiullation costs, if any, as indicated in Schedule Lll(a) 
instructions. 

Total Schedule 111(e)...... 

(0 Furniture and equipment: 

Office furniture and equipment, cafeteria furniture and equip¬ 
ment, standard work benches, stock bins, lockers, fire 

( irotectlon devices not part of building, etc. Show instal- 
ation cost, if any, as indicated in Schedule IIl(n) instruc¬ 
tions. 

Total Schedule 111(0.-. 

Total Schedule 111. .—. 


Estimated 

cost 


Date 

required 



Special Instructions Pertaining to 
Schedule m Items 

1. These instructions are to establish a 
standard for listing all proposed items of 
machinery and equipment. In order to prop¬ 
erly evaluate such a listing. It is absolutely 
necessary for items to be described so that 
they can be easily identified. Also, itemize 
and give sufficient description to Justify cost. 
However, like Items may be combined as a 


single entry, so long as purpose and Justifica¬ 
tion remain the same. 

2. A satisfactory description should In¬ 
clude the following data: 

a. Manufacturer's name. 

b. Manufacturer's model number. 

c. Complete nomenclature and description 
of size and capacity, type (plain universal, 
knee or bed, vertical, horizontal, etc.) num¬ 
ber of spindles, working heads or units, etc. 


FEDERAL REGISTER, VOL. 31, NO. 11—TUESDAY, JANUARY 18, 1966 


































672 


RULES AND REGULATIONS 


(where applicable), including any special 
features. 

d. Electrical characteristics (110 y.. 220 v., 
440 v., 3 phase. 60-cycle, a.c. or d.c., etc.). 

e. Any other information necessary to com¬ 
pletely Identify items desired. 

f. Possible substitutions In order of de¬ 
sirability. 

g. Date of delivery for each item as re¬ 
quired to meet delivery schedule of the con¬ 
tract in question. 

h. Estimated delivery cost of each item. 

1. Full Commodity Classification Code (l.e., 
PEC. FSC, or SCC, as applicable) as set 
forth in Appendix A to the NASA Industrial 
Property Control Manual (NPC 105). 


J, Give specific nomenclature In all cases. 
For example: welders—indicate whether spot, 
arc. butt, flash, the manufacturer, throat 
size, electrical characteristics, frame size; 
furnaces—manufacturer, model, size and 
capacity, electrical specifications, whether 
gas, oil or electrically fired, etc. Size and 
capacity can be given, along with complete 
nomenclature, even though model may not 
be applicable, for all items of related produc¬ 
tion equipment. 

3. Purpose and detailed justification. 

4. Costs of installation, entered parenthet¬ 
ically and excluded from Schedule m Sub¬ 
totals and Totals, should be entered as Sched¬ 
ule V, Machinery and Equipment Installa¬ 
tion Costs. 


SCHEDULE IV—PORTABLE TOOLS AND MATERIAL HANDLING AND AUTOMOTIVE EQUIPMENT 

Hem Ext i mated Date 

No. Quantity Description cost required 

___ _ (a) Portable tools: _ _ 

Portable electric and pneumatic tools. 

Total Schedule I V(a)._.. . .. 

__ _ (1>) Material handling and automotive equipment: 

All automobiles, trucks, and tractors used for transportation, 
and material handling vehicles such as Uft trucks, trailers, 
otc. 


Total Schedule IV(b)_ 

Total Schedule IV_ 

Schedule V—Machinery and Equipment In¬ 
stallation Costs 

Schedule III (a)- - 

Schedule m(b)- - 

Schedule III(c)- - 

Schedule III (d)_ _ 

Schedule 111(e)_ _ 

Schedule III(f)- - 


Total Schedule V- - 

Note: Individual item installation costs as 
set forth in Schedule III (a, b. c, d. e. and f) 
are to be excluded from Schedule III sub¬ 
totals and totals. Such totals should be en¬ 
tered as Schedule V, Machinery and Equip¬ 
ment Installation Costs. 

§ 18-13.5106 Format for presenting 
justification data. 

(a) Contractor. Contractor (or subcon¬ 
tractor) name (legal name), and address, 
company representative to contact, tele¬ 
phone number and extension; type of com¬ 
pany organization (corporation, partnership, 
etc.); state In which incorporated. If appli¬ 
cable. 


(b) Location. Location of proposed facili¬ 
ties expansion; Indicate whether site is pri¬ 
vately-owned or Government-owned; If Gov¬ 
ernment-owned, list the Government agency 
that has jurisdiction. Describe briefly the 
availability of labor, power, fuel, water, sew¬ 
age disposal, housing, transportation, etc. 

‘ (c) Purpose of Expansion. Identify item 
or system to be developed, tested and/or pro¬ 
duced. 

(d) Basis of Need. Reference approved 
NASA program from which need for facilities 
directly arises. Also cite the relationship of 
this project to other elements of the approved 
program. 

(e) Subcontracting . Percentage of sub¬ 
contracting planned by dollar amount and/ 
or percent of total effort. Justify level of 
planned subcontracting. To the degree pos¬ 
sible identify subcontractors and the items to 
be subcontracted. Justify reasons for not 
subcontracting additional work. If facilities 
are anticipated for subcontractors, so Iden¬ 
tify. 

(t) Financial Progress. Provide a 5-year 
summary of the contractor’s financial prog¬ 
ress as follows (by company division, if ap¬ 
propriate) : 


Year 

Net profit 

Dividends 

paid 

Invested in 
facilities 

Depreciation 

charged 

Net company 
owned facilities 
after depreciation 

Retained 

income 

19 







jg_______ _ _ 






_ _ , - T y , 

Sinum in ii 

_ 

___ 

____ 

-- 

.. 


19... 

—. 

- —- 

-- 

-- 

—-—*- 

......... 







_____ 

_ _ 








(g) Dollar Comparison. Provide a dollar comparison of: 


Schedules 

All facilities provided previously 
(at proposed location) 

Facilities to bo provided this 
proposal 

Contractor 

Government 

Contractor 

Government 

L ____ 

___ 

_....___... 

_ 

__ 

Si... •— 

_ 

_ 

_ 

_ 

.-- 

.. 

-»- 


—-— 

Total 











(h) Financing. The contractor will Justify 
his reasons for not financing the proposed 
expansion with corporate or company funds. 

(I) Other Uses. State the portion or per¬ 
centage of the expanded capacity that will be 
used by other NASA Procurement Offices, or 
other Federal agencies. Identify the specific 
Items and the NASA Procurement Offices or 
Federal agencies. 

(J) Complete Facility. If the proposed ex¬ 
pansion does not constitute a complete fa¬ 
cility, cite the elements that are not included 
and how they will be provided. 

Sections 18-14.000, 18-14.101, 18- 

14.102, 18-14.103, 18-14.104, 18-14.106, 
and 18-14.108 revised. 

§18-14.000 Scope of pari. 

This Part 18-4 covers instructions con¬ 
cerning quality assurance, inspection and 
acceptance of supplies or services under 
NASA contracts (other than construction 
contracts). 

§ 18-11.101 General. 

(a) Except as permitted by § 18-14.204, 
inspection on behalf of the Government 
shall be conducted in all cases prior to 
acceptance. Inspection shall be accom¬ 
plished by or under the supervision of 
Government personnel. Except as other¬ 
wise provided in the contract, test re¬ 
quirements may be performed in the con¬ 
tractor’s or subcontractor’s laboratory or 
any other commercial laboratory accept¬ 
able to the Government. The con¬ 
tractor may be required under the terms 
of the contract to establish and maintain 
an acceptable inspection or quality con¬ 
trol system to ensure compliance with 
contract specifications with a minimum 
of Government inspection supervision. 
A manufacturer’s certificate or other 
statement of quality or quantity may be 
considered in determining whether sup¬ 
plies or services are in conformity with 
the contract; but no provision of the 
contract shall preclude the Government 
from performing inspection. 

(b) The type and extent of inspection 
needed depend on the particular pro¬ 
curement. For example, on items which 
would involve small losses in the event of 
defects and which would probably be re¬ 
placed by suppliers without contest, in¬ 
spection may consist only of checks for 
identity, quantity, and shipping damage. 
Detailed requirements for space systems 
and elements thereof are contained in 
“Quality Assurance Provisions for Gov¬ 
ernment Agencies/' NPC 200-1A and 
Subpart 18-14.50. 

§ 18-14.102 Activities responsible for 
inspection. 

Inspection, or the arrangement there¬ 
for, is the responsibility of the installa¬ 
tion effecting or administering the pro¬ 
curement. When a NASA installation 
uses the inspection services of another 
executive agency, the agency performing 
the inspection has primary inspection re¬ 
sponsibility and its determinations rela¬ 
tive thereto are binding on the NASA 
installation for which the services are 
performed. However, whenever NPC 
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200-1 or 200-1A applies, the NASA in¬ 
stallation retains primary inspection 
responsibility. 

§ 18-14.103 Service agreements. 

(a) In the interest of achieving econ¬ 
omy and efficiency in the inspection of 
contract items, procurement offices shall 
utilize the services of other executive 
agencies to ensure the most economical 
and effective inspection consistent with 
the best interests of the Government. 
The purpose of inspection interchange 
agreements is to eliminate duplication, 
overlapping, or multiple assignments of 
Government inspection activity in any 
one plant. 

(b) Agreements have been entered 
into by NASA with the Departments of 
the Air Force (see NASA Management 
Instruction 1052.12), the Navy (see 
NASA Management Instruction 1052.15), 
the Army (see NASA Management In¬ 
struction 1052.18), and the DOD for the 
Philadelphia Contract Administration 
Services Region (see NASA Manage¬ 
ment Instruction 1052.38) relating to the 
performance of field service functions, 
including quality assurance, inspection, 
test, and acceptance, in support of NASA 
contracts. The procedures set forth in 
these agreements shall be observed by all 
NASA procurement offices in arranging 
for field services. Inspection agreements 
may also be used between NASA field in¬ 
stallations in order to achieve maximum 
economy and efficiency. 

§ 18—14.104 Contractor responsibility. 

The inspection clauses included in 
NASA contracts require the contractor 
to maintain an inspection system accept¬ 
able to the Government and records 
of all inspection work performed by the 
contractor. See also § 18-1.5000. The 
contractor’s inspection system should be 
such as to provide reasonable assurance 
that the supplies and work under the 
contract will conform to contract re¬ 
quirements and should include any qual¬ 
ity control procedures necessary to this 
end. In any case, when Federal or Mili¬ 
tary specifications are used to establish 
requirements in the contract, the sup¬ 
plier shall be required to perform all 
examinations and tests called for by the 
specifications except those which the 
Government is expressly required to 
make. 

§ 18-14.106 Inspection of small pur¬ 
chases ($2,500 or less). 

(a) This 5 18-14.106 applies to all 
Purchases, including items described in 
Federal and Military specifications, and 
qualified products. In determining the 
type and extent of Government inspec¬ 
tion to be required on small purchases, 
the smallness of possible losses and the 
likelihood of uncontested replacement of 
defective articles shall be considered. 

(far) Generally, inspection of small 
Purchases shall be at destination. Pur¬ 
chasers, users, and installers may be con¬ 
sidered inspectors for small purchase 
inspection purposes. 

<c) Unless detailed technical inspec¬ 
tion is necessary, inspection shall consist 
of examination of (1) type and kind; 
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(2) quantity; (3) damage; (4) opera¬ 
bility, if readily determinable; and (5) 
packaging and marking, if applicable. 

(d) Detailed technical inspection shall 
be performed if special specifications are 
involved or if defective supplies can harm 
personnel or equipment. 

(e) Detailed technical inspection may 
be limited to a check of characteristics 
that require separate specifications and 
of those likely to cause harm. Such in¬ 
spection may be limited to inspection of 
occasional purchases of the same item 
from the same manufacturing source 
when there is good reason to rely upon 
the integrity of the manufacturer be¬ 
cause of known safeguards and a sig¬ 
nificant history of defect-free purchases. 

(f) Adjustments for short shipments 
or defective supplies shall be requested 
from suppliers when recovery will bene¬ 
fit the Government. 

§ 18-14.108 Government inspection 
under subcontracts. 

Government inspection of subcon¬ 
tracted supplies or services shall be made 
only when required in the interest of 
the Government. The primary purpose 
of subcontract inspection is to assist the 
Government agency at the prime con¬ 
tractor’s plant in determining the con¬ 
formance of supplies or services with 
contract requirements. It does not re¬ 
lieve the prime contractor of any of his 
responsibilities under the contract. 
Supplies and services that do not qualify 
under the criteria in § 18-14.105-2 for 
Government inspection at source shall 
not be inspected by the Government at 
the subcontractor’s plant. Supplies and 
workmanship for which records, reports, 
and similar evidence of quality are avail¬ 
able at the prime contractor’s plant shall 
not be Government-inspected at the sub¬ 
contractor’s plant except occasionally to 
verify such evidence. However, Govern¬ 
ment inspection shall be performed at a 
subcontractor’s plant whenever the 
Government contract requires. All oral 
and written statements and contract 
provisions relating to the inspection of 
subcontracted supplies shall be so worded 
as not to (a) affect the contractual re¬ 
lationship between the prime contractor 
and the Government or between the 
prime contractor and the subcontractor; 
(b) establish a contractual relationship 
between the Government and the sub¬ 
contractor; or (c) constitute a waiver of 
the Government’s right to inspect or re¬ 
ject supplies. 

Sections 18-14.204(b) and 18-14.205 
revised. 

(b) A supplier’s certificate of con¬ 
formance with requirements shall not be 
considered a proper element incident to 
acceptance of supplies or services, ex¬ 
cept a supplier’s certificate may be used 
for Government acceptance prior to in¬ 
spection on selected Category 3 procure¬ 
ments (as defined in § 18-1.5002). At 
the discretion of the contracting officer, 
a clause may be inserted in contracts 
requiring the contractor to certify that 
supplies comply with contract require¬ 
ments. However, when acceptance pre- 
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cedes inspection, a clause will be used 
to reserve the Government’s right after 
acceptance to inspect the supplies within 
a reasonable time after delivery and to 
reject defective items. Certificates of 
conformance shall be required by the 
contract when the value of supplies or 
the condition of purchase, delivery, re¬ 
ceipt, or use thereof makes it desirable 
to have additional assurance that sup¬ 
plies conform to contract requirements. 

§ 18—14.205 Acceptance of supplies or 
services not conforming with contract 
requirements. 

When supplies or services tendered for 
acceptance do not conform with con¬ 
tract requirements, the applicable con¬ 
tract provisions shall govern the action 
to be taken (see § 18-14.107). For rea¬ 
sons of economy or the urgency of the 
requirement, acceptance of supplies or 
services which do not meet all contract 
requirements may occasionally be de¬ 
sirable. Prior to such acceptance, the 
contracting officer shall obtain the ap¬ 
proval of the requiring activity where the 
nonconformity with contract require¬ 
ments (a) affects matters such as safety, 
durability, performance, or interchange- 
ability of parts or assemblies, (b) re¬ 
sults in material increases in weight 
where weight is a significant considera¬ 
tion; or (c) affects the basic objectives 
of the specifications. Acceptance of 
these types of nonconforming supplies or 
services shall be covered by an appro¬ 
priate modification of the contract. Ac¬ 
ceptance of other types of nonconform¬ 
ing supplies and services shall be cov¬ 
ered by contract modification if deter¬ 
mined necessary by the contracting 
officer. See also NPC 200-1A. 

Sections 18-14.5000, 18-14.5001, 18- 
5002(a), and 18-14.5003 revised. 

§ 18—14.5000 Scope of subpart. 

This Subpart 18-14.50 establishes pro¬ 
cedures and guidelines for utilizing Gov¬ 
ernment agencies to assist NASA in¬ 
stallations in judging contractor per¬ 
formance of the quality assurance aspects 
of contracts for space systems and parts 
thereof. 

§ 18—14.5001 Definitions. 

(a) Quality assurance. A planned and 
systematic pattern of all actions neces¬ 
sary to provide adequate confidence that 
the end items will perform satisfactorily 
in actual operations. 

(b) Space System. A system which in¬ 
cludes launch vehicle (s), spacecraft, 
ground support equipment, and test 
hardware which are used in ground test¬ 
ing, launching, operating, and maintain¬ 
ing vehicles or craft in space. 

§ 18-14.5002 Procedures. 

(a) In arranging for quality assur¬ 
ance including inspection, NASA in¬ 
stallations shall designate the Govern¬ 
ment agency, as appropriate, and: 

(1) Provide a definitive statement of 
quality and related engineering effort 
required of the delegated agency (see 
Part 18-1.50) ; 

(2) Review NASA requirements with 
the Government agency early in the pro- 


18, 1966 




674 


RULES AND REGULATIONS 


curement procedure and periodically as 
the contract work progresses; 

(3) Determine the work requirements 
to be delegated to the agency and at the 
same time provide for— 

(i) NASA engineering representation 
and technical liaison at the plant and test 
sites; 

(ii) NASA performance of quality as¬ 
surance functions which are not dele¬ 
gated; and 

(iii) Designation of individuals at the 
NASA installation responsible for quality 
assurance, engineering, and documenta¬ 
tion matters for the contract; 

(4) Request the Government agency 
to prepare and document a quality assur¬ 
ance plan on the basis of NASA require¬ 
ments and NPC 200-1A; 

(5) Review such plans as early as 
possible and whenever revisions or addi¬ 
tions are made during the progress of the 
work; 

(6) Provide for continuous assess¬ 
ment of actual product quality by the 
installation through (i) plant visits; (ii) 
quality surveys; and (iii) review of qual¬ 
ity data, regular reports, and trouble re¬ 
ports, including pertinent investigations 
and analyses by contractors and sup¬ 
pliers, and by the Government agency; 

(7) Provide the Government agency 
with program information to enable 
planning for technically competent field 
personnel to be trained and available 
when required for assigned work; and 

(8) Provide, as required, for training 
of Government agency and contractor 
quality assurance personnel as an in¬ 
tegral part of the quality assurance 
program. 

§ 18—14.5003 Guidelines for use in ar¬ 
ranging for quality assurance func¬ 
tions at NASA suppliers’ plants. 

(a) General. (1) Circumstances will 
vary the timing, order, and selection of 
pertinent items. For major space sys¬ 
tems, it is desirable to initiate as many 
arrangements as possible during the pre¬ 
contract negotiation period. 

(2) Since the contracting officer is the 
only official of the Government author¬ 
ized to bind the Government contrac¬ 
tually in dealings with contractors, it is 
essential that all actions which affect the 
contract be taken through the contract¬ 
ing officer. 

(3) NASA representatives visiting 
plants where inspection services are be¬ 
ing performed for NASA by a Govern¬ 
ment agency shall notify the agency in 
advance of the purpose of the visit. Any 
instructions, decisions, or advice to the 
contractor shall be provided either simul¬ 
taneously to the contractor and to the 
agency, or via the agency. All oral com¬ 
mitments shall be confirmed in writing. 

(b) Initial arrangements. (1) Furnish 
a letter (which may confirm telephone 
conversation) to the Government agen¬ 
cy indicating intent to discuss in¬ 
spection assignment or, after formal 
assignment, to provide details. 

(2) Provide the Government agency 
with NASA documents pertinent to the 
purchase of contract involved, and the 
following additional documents: 


(i) ‘‘Quality Assurance Provisions for 
Government Agencies” (NPC 200-1A; 
and 

(ii) Pertinent NASA technical direc¬ 
tion for use by the Government inspec¬ 
tion agency in product and process veri¬ 
fication, quality system evaluations, and 
technical data documentation (or indi¬ 
cate when and where these will be avail¬ 
able). 

(3) Arrange for a quality assurance 
planning conference between the agency 
and the NASA installation to finalize 
NASA requirements. 

(4) Arrange for a post-award confer¬ 
ence between the supplier, the Govern¬ 
ment agency, and the NASA installation. 

(c) Quality assurance planning con - 
ference with Government agency. (1) 
Review NASA requirements for quality 
assurance and technical representation 
at plant and test sites, including: 

(1) Review of contract requirements; 

(ii) Review of separate technical di¬ 
rection to Government agency; 

(iii) Clarification of quality require¬ 
ments in subparagraphs (i) and (ii) 
above, and determination of any omis¬ 
sions or conflicts for NASA resolution; 

(iv) Specification of NASA criteria 
applicable to the contract for selection 
of subcontract items requiring Govern¬ 
ment inspection at source; and 

(v) Arranging for providing NASA 
documents not already on hand. 

(2) Review Government agency’s 
quality assurance plan, including: 

(i) Determination of the adequacy of 
proposed Government action; 

(ii) Review of the numbers and quali¬ 
fications of proposed Government agency 
manpower for various stages of contract; 

(iii) Determination of work to be dele¬ 
gated to the Government agency; 

(iv) Where a Material Review Board 
at a supplier’s plant is authorized to act 
on nonconforming material, making cer¬ 
tain that the Government agency repre¬ 
sentative is technically qualified to make 
decisions within the scope delegated to 
the Government agency (otherwise, the 
NASA installation shall provide the 
Government representative on this 
board); and 

(v) Arranging for the NASA installa¬ 
tion to provide— 

(A) NASA performance of quality as¬ 
surance functions not delegated; 

(B) NASA engineering representa¬ 
tion and technical liaison at the plant 
and test sites; and 

(C) Designation (by the contracting 
officer, in writing) of individuals at the 
responsible NASA installation to be con¬ 
tacted directly for quality assurance, 
engineering, and documentation matters 
for the contract. 

(3) Review and discuss past quality 
history of supplier including: 

(i) Government agency quality system 
evaluation results, known supplier qual¬ 
ity system deficiencies, and supplier’s 
progress in correcting these deficiencies; 
and 

(ii) Government agency quality per¬ 
formance records for similar items, par¬ 
ticularly troubles, product or process de¬ 
ficiencies, and supplier’s corrective 
action. 


(4) Arrange for a NASA-directed 
quality system evaluation, if desired by 
NASA installation. 

(5) If more than one Government 
agency is involved in research and de¬ 
velopment work at a plant, determine as 
early as possible which agency shall per¬ 
form desired inspection. 

(d) Post-award conference with sup¬ 
plier and Government agency . 

(1) Review and discuss applicable 
items from paragraph (c) above. 

(2) Review supplier’s quality program 
planning including: 

(i) A flow chart or tabulation showing 
supplier’s quality assurance operations in 
general terms (i.e. f what, where, and 
how); 

(ii) Revisions or additions to present 
quality operations to satisfy quality as¬ 
surance provisions of the contract; 

(iii) Thj time schedule for supplier- 
prepared technical documents satisfying 
quality assurance needs of Government 
agency and NASA installation; 

(iv) The contract time schedule or 
planned events affecting quality assur¬ 
ance operations; 

(v) The inspection and testing equip¬ 
ment and facilities available and 
planned; 

(vi) The preliminary system and sub¬ 
system interface relationships affecting 
quality assurance operations; 

(vii) Other arrangements necessary to 
assure system compatibility; and 

(viii) The supplier’s organizational 
structure. 

(3) In connection with the review of 
the supplier’s quality program or inspec¬ 
tion plan, determine the location of pro¬ 
posed Government inspection and con¬ 
trol stations. 

Section 18-15.205-47 revised in its 
entirety. 

§ 18-15.205-47 Economic planning 
costs. 

(a) This category includes costs of 
generalized long-range management 
planning which is concerned with the 
future overall development of the con¬ 
tractor’s business and which may take 
into account the eventual possibility of 
economic dislocations or fundamental al¬ 
terations hi those markets in which the 
contractor currently does business. 

(b) Economic planning costs are al¬ 
lowable as indirect costs to be properly 
allocated. Research and development 
and engineering costs designed to lead 
to new products for sale to the general 
public are not allowable under this pro¬ 
vision. 

Sections 18-16.000(b), 18-16.001, 18- 
16.101-1, 18-16.102-1, 18-16.202-1, 18- 
16.202-6, 18-16.202-7, and 18 - 16 . 202-8 
revised; old § 18-16.202-9 deleted, now- 
reserved. 

§ 18-16.000 Scope of pari. 

(b) Contract forms authorized by this 
Part 18-16, which contain General Provi¬ 
sions, have been designed as a matter of 
convenience for NASA procurement per¬ 
sonnel. Clauses contained in such forms 
may be deleted and other clauses added 
or substituted by appropriate reference 
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in the “Alterations in Contracts” clause: 
Provided, That the deletions, additions, 
and substitutions are in compliance with 
or supported by this Regulation. 

§18—16.001 Index of procurement 
forms for NASA use. 

Listed below in numerical sequence are 
NASA forms, U.S. standard forms, DOD 
forms, and certain miscellaneous forms 
that are authorized for use in NASA pro¬ 
curement. The current edition of each 
form is shown in parentheses under the 
column headed “Date”; prior editions 
shall not be used unless otherwise au¬ 
thorized. References to form numbers 
In this Regulation are to the current 
editions of the forms identified in the 
list below, unless otherwise specifically 
indicated. 

(a) NASA Forms . 


Number 

Date 

147 

May 1963. 

177 

June 1961_ 

177 W 

248 

.do_ 

July 1964. 

347 

August 1964_. 

250 

July 1964. 

363 

November 1958.. 

404 

417 

March 1962_ 

August 1964_ 

418 

_do.. 

419 

.do__ 

437 

April 1969.. 

♦37-1 

_do. 

446 

August I960_ 

449 

May 1964. 

449-1 

July 1903. 

450 

May 1064. 

456 

September 1959.. 

4581 

.do_ 

507 

Juno 1903._. 

823 

April 1961. 

824 

Juno 1963.. 

833 

July 1964. 

550 

January 1963.,.. 

5509 

_do_ 

«QA-i 

. do _ 

KOA-2 

-do.. 

BOA-3 

.do.. 

550A -4 


550A-5 

. do _ 

551 

April 1962. 

561-1 

_do . _ 




Title 


Proposal and Acceptance 
(Negotiated Supply 
Contract). 

Purchase Order. 

Purchase Order—Invoice. 

General Provisions for 
8hort Form Fixed-Ihrice 
Contract With Non¬ 
profit Institutions. 

General Provisions for 
Fixed-Price Research 
and Development Con¬ 
tract. 

Additional General Provi¬ 
sions to U.8. Standard 
Form 32 (9-61 Ed.). 

Agreement for Use of 
NASA Unitary Plan 
Wind Tunnel Facilities. 

Procurement Request. 

General Provisions for 
Cost-Type Research 
and Development Con¬ 
tract. 

General Provisions for 
Cost-Plus-a-Fixed-Fee 
8upply Contract. 

General Provisions for 
Cost-Reimbursement 
Research and Dcvelop- 
ment Contracts With 
Educational or Non¬ 
profit Institutions. 

Cover Page for Negotiated 
Contract. 

Signature Page for Nego¬ 
tiated Contract. 

Request for Contractor 
Clearance. 

Supplemental Agree¬ 
ment. 

Contract Modification 
Continuation Sheet. 

Change Order. 

Notice of Costs Suspended 
and/or Disapproved. 

Notice of Costs Suspended 
and/or Disapproved 
Continuation Sheet. 

Individual Procurement 
Action Report. 

N A 8A— Defense Pur¬ 
chase Request. 

Semiannual Report of 
Participating Com¬ 
panies. 

Contractor Financial 
Management Report. 

Negotiated Utility Serv¬ 
ice Contrnct. 

Negotiated Utility Serv¬ 
ice Contract (Short 
Form). 

Electric Service Specifica¬ 
tions. 

Gas Service Specifica¬ 
tions. 

Water Service Specifica¬ 
tions. 

Steam Service Specifica¬ 
tions. 

Sewage Service Specifi¬ 
cations. 

Cover Page for Letter 
Contracts. 

Letter of Transmittal for 
Letter Contracts. 


/ 


Number 


Date 


Title 


661-2 

April 1962. 

661-3 

.do.. 

661 

October 1962.... 

686 

September 1961.. 

586 

_do.. 

004 

October 1961.... 

667 

August 1962. 

746 

July 1964_ 

747 

.do.. 


Schedule Format for 
Letter Contructs. 

General Provisions for 
Letter Contracts. 

Procurement Status 
Report. 

Request for Pre-Award 
Survey. 

Financial Data Sheet. 

Additional General Pro¬ 
visions to U.S. Stand- 
aril Form 23-A (4-61 
Ed.). 

Report on NASA Sub¬ 
contracts. 

General Provisions for 
Cost- Reimbursement 
Facilities Acquisition 
Contract. 

General Provisions for 
Facilities Use Con- 


748 

March 1963. 

778 

January 1963.... 

779 

_do.. 

780 

.do.. 

781 

-do. 

1008 

June 1964. 

1129 

September 1964.. 

1130 

_do.. 

1131 

.do. 

1132 

_do... 

1162 

_do. 

1168 

April 1964.. 


Gcneral Provisions for 
Cost- Reimbursement 
Consolidated Facilities 
Contract. 

Contractor's Release. 

Assignee's Release. 

Contractor’s Assignment 
of Refunds, Rebates, 
Credits, and Other 
Amounts. 

Assignee’s Assignment of 
Refunds, Rebates, 
Credits, and Other 
Amounts. 

Checklist for Contract 
File Content. 

Incentive Contracts Cur¬ 
rently Under Adminis¬ 
tration. 

Incentive Contracts Sum¬ 
mary of Contract 
Awardod. 

Incentive Contracts 
Status of Negotiation. 

Incentive Contracts 
Evaluation of Incentive 
Effectiveness. 

New Technology. 

Procurement Plan Con¬ 
tents Checklist. 


(b) U.S. Standard Forms. 


Number 

Date 

Title 

18 

Juno 1064. 

Request for Quotations. 
Invitation, Bid. and 

19 

January 1959... 

IGA 

Award (Construction, 
Alteration, or Repair). 


June 1964_ 

Labor Standards Pro¬ 
visions Applicable to 
Contracts in Excess of 





$2,000. 

20 

January 1961_ 

Invitation for Bid (Con¬ 

21 

June 1964.. 

struction Contract). 

Bid Form (Construction 
Contract). 

22 


.do.. 

Instructions to Bidders 
(Construction Con¬ 
tract). 

Construction Contract. 



23 

23A 

January 1961.... 
Juno 1964. 

General Provisions (Con¬ 
struction Contract). 

___do*..._ 

24 

Bid Bond. 

26 

.do*_ 

Performance Bond. 
Payment Bond. 

Award (Supply Con¬ 

25A 

.do*_ 

28 

November 1019.. 



tract). 

28 

November I960.. 

Affidavit of Individual 
Surety. 

Invitation and Bid 

30 

October 1957.... 

31 

Noveml>er 1949.. 

(Supply Contract). 
Schedule (Supply Con¬ 

32 


tract). 

June 1964. 

General Provisions (Sup¬ 
ply Contract). 



33 

October 1957.... 

Invitation, Bid, and 



Award. 

34 

June 1064.*_ 

Annual Bid Bond. 

36 

.do*_ 

Annual Performance 



Bond. 

30 

November 1949.. 

Continuation Sheet 

44 

Juno 1964**_ 

(Supply Contract), 
Purchase Order- 

99 

Juno 1958. 

In voice—Voucher. 
Notice of Award of 



Contract. 


•November 1060 Editions may be used until March 1, 


••June 1054 Edition may bo used until present stocks 
are exhausted. 


Number 


Date 


Title 


119 


December 1962.. 


Contractor’s Statement of 
Contingent or Other 
Fees. 


129 

August 1952_ 

147 

June 1964.. 

148 

.do.— 

251 

June 1961. 

1034 

February 1963... 

1034A 

_do_._ 

1035 

_do_ 

1035A 

_do.___ 

1080 

August 1959. 

1093 

August 1958. 

1094 

July 1961. 

1103 

July 1962.. 

1165 

July 1961.. 

1169 

August 1958. 


Bidder's Mailing List 
Application. 

Order—Invoice- 
Voucher. 

Order—Invoice- 
Voucher Continuation 
Sheet. 

Architect-Engineer 

Questionnaire. 

Public Voucher for 
Purchases and Services 
Other than Personal. 

Public Vouchor for 
Purchases and Service* 
Other than Personal— 
Memorandum Copy. 

Public Voucher for 
Purchases and Services 
Other than Personal- 
Continuation Sheet. 

Public Voucher for 
Purchases and Services. 
Other thun Personal 
Continuation Sheet— 
Memorandum Copy. 

Voucher for Transfers 
Between Appropria¬ 
tions and/or Funds. 

Schedule of Withholdings 
under the Davis-Bacon 
Act, 

U.S. Tax Exemption 
Certificate. 

U.S. Government Bill 
of Lading. 

Receipt for Cash— 
Subvoucher. 

Transportation Request. 


(c) Department of Defense Forms. 


Number 


Date 


Title 


254 

May 1900. . 

346 

July 1962.. 

347 

_do... 

396 

January 1956.... 

441 

May 1954. 

448-2 

March 1961. 

540 

April 1957_ 

641 

.do—. 

542 

_do .. 

542C 

_do_ 

543 

.do. . . 

543C 

.do . 

544 


544C 

.do. 

545 

_do___ 

545C 

__do_ 

546 


547 

. do . 

547S 

_do_ 

548 

July 1958 . 

614 

June 1957 _ 

614.1 

.do—. 

633 

April 1959 . 

781 

.do... 

831 

October 1959.... 

832 

April 1067 . 


\ 


Security Requirement* 
Checklist. 

Raw (Basic Processed): 
and Semi fabricated 
Stock Form. 

BUI of Materials for 
Subcontracted Parts— 
Purchased Parts— 
l i ovcmincnt-F urnished 
Property. 

Notice of Costs Sus¬ 
pended and/or Dis¬ 
approved. 

Security Agreement. 

Acceptance of MI PR. 

Settlement Proposal 
(Inventory Basis). 

Settlement Proposal 
(Total Cost Basis). 

Inventory Schedule A 
(Metals In Mill Product 
Form). 

Inventory Schedule A 
(Continuation Sheet). 

Inventory Schedule B 
(Raw Materials). 

Inventory Schedule B 
(Continuation Sheet). 
Inventory Schedule C 
(Work in 1 Process). 

Inventory Schedule C 
(Continuation Sheet). 

Inventory Schedule D 
(Dies. Jigs, Fixtures, 
etc., and Special Tools). 

Inventory Schedule D 
(Continuation Sheet). 

Schedule of Accounting 
Information. 

Settlement Pro[>osal for 
Cost-Reimbursement 
Typo Contracts. 

Notice of Audit Status 
Date. 

Application for Partial 
Payment. 

Materials Requirements— 
Steel and Nickel Alloys. 

Materials Requirements— 
Copper and Aluminum. 

Cost and Price Analysis. 

Cost and Prico Analysis 
for Contract Price 
Redo term hint Ion. 

Settlement Proposal 
(Short Form). 

Termination Inventory 
Schedule E (Short 
Form). 
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Number 

Date 

Title 

1114 

October 1959.... 

Instructions for Use of 
Contract Termination 
Settlement and Inven¬ 
tory Schedule Forma. 

1260 

December 1958.- 

Amendment to Invita¬ 
tion for Bid. 


(d) Miscellaneous forms. 


Number 

Date 

Title 

DB 11 

WH 12 

PC 13 

CB 16-19 

July 1961.... 

March 1964. 

September 1963. 
June 1962_ 

Request for Determina¬ 
tion. 

Form Letter Explaining 
Walsh-Healey Act. 
Poster. 

Construction Contract 

TD 720 

July 1964.... 

Award Notification. 

Quarterly Federal Excise 
Tax Return. 

Alcohol for Use of the 
United States. 

Specially Denatured Al¬ 
cohol for Use of 
the United States. 

Identical Bid Report for 

TD 1444 

TD 14S6 

DJ 1500 

January 1902.... 

October 1962.... 

June 1961. 


Procurement. 


§ 18-16.101-1 General. 

Except as provided in I 18-16.102, the 
following supply contract forms shall be 
used by NASA procurement offices in 
effecting procurement by formal adver¬ 
tising : 

(a) Invitation and Bid (Supply Con¬ 
tract) (Standard Form 30); 

(b) Schedule (Supply Contract) 
(Standard Form 31); 

(c) General Provisions (Supply Con¬ 
tract) (Standard Form 32); 

(d) NASA Form 250 (Additional Gen¬ 
eral Provisions to U.S. Standard Form 
32); 

(e) Any other special terms for the 
Invitation for Bids or additional contract 
provisions prescribed by this Regulation; 

(f) Award (Supply Contract) (Stand¬ 
ard Form 26); ; 

(g) Continuation Sheet (Supply Con¬ 
tract) (Standard Form 36) (when need¬ 
ed with Standard Form 31 or 26); and 

(h) Amendment to Invitation for Bids 
(DD 1260), when needed. 

§ 18—16.102—1 General. 

Standard Form 33, which is a combi¬ 
nation Invitation for Bids, Bid, Schedule, 
and Award, may be used in lieu of Stand¬ 
ard Forms 30, 31, and 26, as prescribed in 
§ 18-16.101-1. whenever the space avail¬ 
able on Standard Form 33 for the Sched¬ 
ule and the Award is sufficient. The fol¬ 
lowing forms are prescribed for use with 
Standard Form 33: 

(a) General Provisions (Supply Con¬ 
tract) (Standard Form 32); 

(b) NASA Form 250 (Additional Gen¬ 
eral Provisions to U.S. Standard Form 
32); 

(c) Any other special terms for the 
Invitation for Bids or additional contract 
provisions prescribed by this Regulation; 

(d) Continuation Sheet (Standard 
Form 36), when needed; and 

(e) Amendment to Invitation for Bids 
(DD Form 1260) when needed. 

§ 18-16.202-1 Contract* in excess of 
$2,500 (Standard Form 32, NASA 
Form 250). 

For contracts in excess of $2,500, 
Standard Form 32, General Provisions 
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(Supply Contract) shall be used, supple¬ 
mented by NASA Form 250 (Additional 
General Provisions to UJS. Standard 
Form 32). Standard Form 36 (Continu¬ 
ation Sheet) may be used as required. 

§ 18-16.202-6 Fixed-price research 
contracts with nonprofit institu¬ 
tions—Short Form (NASA Form 
246). 

The General Provisions contained in 
NASA Form 246 are authorized for use 
in fixed-price contracts for basic or ap¬ 
plied research with nonprofit institutions 
of higher education, or with nonprofit 
institutions whose primary purpose is 
the conduct of scientific research, when a 
short form is desired. Additional clauses 
may be added to or substituted for the 
clauses contained in NASA Form 246 in 
accordance with § 18-7.350-19. A Cover 
Page (NASA Form 437), a Schedule, and 
a Signature Page (NASA Form 437-1) 
shall be used with NASA Form 246. 

§ 18—16.202—7 Cost-reimbursement re¬ 
search and development contracts 
(NASA Form 417). 

Except when NASA Form 419 is used 
pursuant to § 18-16.202-8. NASA Form 
417 shall be used in NASA cost-reim¬ 
bursement type research and develop¬ 
ment contracts. A Cover Page (NASA 
Form 437), a Schedule, and a Signature 
Page (NASA Form 437-1) shall be used 
with NASA Form 417. 

§ 18—16.202—8 Cost-reimbursement re¬ 
search and development contracts 
with educational or nonprofit institu¬ 
tion* (NASA Form 419). 

NASA Form 419 shall be used in cost- 
reimbursement type research and de¬ 
velopment contracts with educational or 
nonprofit institutions which involve no 
fee or profit, together with a Cover Page 
(NASA Form 437), a Schedule, and a 
Signature Page (NASA Form 437-1). 

§ 18-16.202-9 [Reserved] 

Subpart 18-16.4 revised. 

Subpart 18-16.4 —Forms for 
Construction Contracts 

§ 18-16.400 Scope of subpart. 

This Subpart 18-16.4 prescribes forms 
for use in construction contracts, where 
the work is to be performed in the United 
States and its possessions. Construc¬ 
tion contracts are defined for the pur¬ 
poses of this Subpart as contracts for the 
construction, alteration, or repair (in¬ 
cluding painting and decorating) of 
buildings, bridges, roads, or other kinds 
of real property. 

§ 18—16.401 Standard Forms 19, 19A, 
20, 21, 22, 23, 23A, NASA Form 604, 
and DD Form 1260. 

§ 18-16.401-1 General. 

The following forms are prescribed 
for use in formally advertised construc¬ 
tion contracts: 

(a) Standard Form 19—Invitation, 
Bid, and Award (Construction, Altera¬ 
tion, or Repair); 

(b) Standard Form 19A—Labor 
Standards Provisions—Applicable to 
Contracts in Excess of $2,000; 


(c) Standard Form 20—Invitation for 
Bids (Construction Contract); 

(d) Standard Form 21—Bid Form 
(Construction Contract); 

(e) Standard Form 22—Instructions 
to Bidders (Construction Contract); 

(f) Standard Form 23—Construction 
Contract; 

(g) Standard Form 23A—General 

Provisions (Construction Contract); 

(h) NASA Form 604—Additional Gen - 
eral Provisions to U.S. Standard Form 
23 A; 

(i) DD Form 1260—Amendment to 
Invitation for Bids, on an optional basis: 
and 

(j) Continuation Sheet. There is no 
prescribed form of Continuation Sheet 
for construction contracts. A blank 
sheet, incorporating the contract or invi¬ 
tation number, as appropriate; page 
number and number of pages; and name 
of bidder or contractor, may be used for 
this purpose. Standard Form 36, Con¬ 
tinuation Sheet (Supply Contract), shall 
not be used for construction contracts. 

§ 18-16.401-2 Use of form* for nego¬ 
tiated conatruetion contract*. 

Use of the forms prescribed in § 18- 
16.401-1 is optional for negotiated con¬ 
struction contracts. When used for ne¬ 
gotiated contracts, the forms shall be 
adapted by lining out or obliterating the 
words “sealed” and “publicly opened” 
and adding language to indicate the au¬ 
thority for negotiation, and to provide 
that wherever the words “invitation” 
and “bid” occur they will be deemed to 
refer to “solicitation 1 ' and “offer,” 
respectively. 

§ 18-16.401-3 Conditions for use. 

(a) Advertised contracts not to ex¬ 
ceed $2,000. Standard Form 19, amended 
in accordance with § 18-12.403-2, shall 
be used for construction contracts not 
in excess of $2,000 executed as a result of 
formal advertising. Standard Form 22 
may also be used. 

(b) Negotiated contracts not exceed¬ 
ing $2,000. Either Standard Form 19. 
amended in accordance with § 18-12.403- 
2, or NASA Form 177W shall be used for 
construction contracts of $2,000 or less 
executed as a result of negotiation. 

(c) Contracts estimated to exceed 
$2,000 but not to exceed $10,000. Stand¬ 
ard Forms 19 and 19A shall be used for 
construction contracts estimated to ex¬ 
ceed $2,000 but not to exceed $ 10 , 000 . 
executed as a result of formal advertising. 
When both Standard Forms 19 and 19A 
are used in the same contract, delete 
Clause 10 of Standard Form 19. Stand¬ 
ard Form 22 also may be used. The 
following language shall be inserted in 
the bid portion of Standard Form 19 
prior to issuance of the Invitation for 
Bids: 

If this bid exceeds $2,000, the bidder shall 
furnish with his bid a bid guaranty in an 

amount equal to_% of his bid; failure to 

submit the guaranty on time Is cause for 
rejection of the bid. The undersigned fur¬ 
ther agrees, if this bid exceeds $2,000, (1) t0 
comply with the Labor Standards Provision 
Applicable to Contracts in Excess of $2,000 
(Standard Form 19A) in lieu of Provision 
10 hereof; (il) to pay not less than m- 
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minimum hourly rates of wages set forth In 
the specifications; and (ill) to furnish a 
performance bond In an amount equal to 
--% and a payment bond in an amount 
equal to 50% of the contract price with 
surety or sureties acceptable to the> Govern¬ 
ment. (January 1904) 

(d) Contracts estimated to exceed 
$10,000. Standard Forms 19A, 20, 21, 22, 
23, and 23A shall be used for contracts 
estimated to exceed $10,000 executed as a 
result of formal advertising and may be 
used for negotiated construction con¬ 
tracts estimated to exceed $10,000. 
NASA Form 604 shall be used to provide 
additional general provisions in connec¬ 
tion with Standard Form 23A. 


§ 18—16.401—4 Terms, conditions, and 
provisions. 


(a) The use of additional contract pro¬ 
visions consistent with those contained 
in the above forms is authorized, and. 
where required elsewhere in this Regu¬ 
lation, the use of such additional clauses 
is mandatory. NASA Form 604 shall be 
used to supplement Standard Form 23A. 
The NASA “New Technology'' and 
“Property Rights in Inventions" clauses 
shall be used as additional required 
clauses under the circumstances set forth 
in §§ 18-9.101-2 and 18-9.101-5. 

(b) Changes or additional provisions 
inconsistent with those contained in the 
standard forms shall be incorporated 
when required by this Regulation or when 
approved by the Office of Procurement 
(Code KDR) pursuant to § 18-1.109. A 
copy of any such approval pursuant to 
§ 18-1.109-2 shall be forwarded by the 
Office of Procurement to the General 
Sendees Administration. 

(c) The provisions of (a) and (b) shall 
not be construed as authorizing the re¬ 
instatement in Standard Form 19 of 
clauses which appear in Standard Form 
23A and which have either been con¬ 
densed or omitted in the development of 
Standard Form 19 in the interests of 
uniformity or simplification. Where 
such reinstatement is deemed essential, 
it shall be treated as a deviation in ac¬ 
cordance with § 18-1.109. Deviations 
are not required for the use. with Stand¬ 
ard Form 19, of clauses which, although 
not properly a part of Standard Form 
23A, may accompany it when printed for 
use within NASA. 

<d) Clause 3 of Standard Form 19, en¬ 
titled “Disputes," may be changed by 
inserting in the Schedule or Specifica¬ 
tions the following: 

Alterations . As used in Clause 3 of the 
General Provisions, “the head of the Federal 
Agency” means “the Administrator, NASA.” 
(January 1964) 


(e) Deletion or modification of clause 
in the above forms shall be accomplish^ 
“Alterations" paragraph of Stand 
ard Form 23, or in an ^Alterations" par 
agraph added to the Schedule of Stand 
ar d Form 19, or in the Specifications, a 
appropriate. 

i Q i f) W^never Standard Forms 19 an< 
iyA are used for formally advertisec 
contracts, the “Covenant Against Con 
incf 6 ^ Fees ’ Provision need not b< 


(g) Pending revision of the January 
1959 edition of Standard Form 19, delete 
clauses 9 and 10 of the General Provi¬ 
sions on the reverse thereof; and (2) 
substitute the following small business 
representation for that in the Bid sec¬ 
tion of the form: “That he □ is, □ is 
not, a small business concern. (For this 
purpose, a small business concern is a 
business concern, including its affiliates, 
which (a) is independently owned and 
operated, (b) is not dominant in the field 
of operation in which it is bidding on 
Government contracts, and (c) had 
average annual receipts for the preced¬ 
ing three fiscal years not exceeding 
$7,500,000. For additional information 
see governing regulations of the Small 
Business Administration.)" 

(h) When NASA Form 604 is used for 
negotiated construction contracts, the 
“Examination of Records" clause set 
forth in § 18-7.104-15 shall be included 
in the contract. Consideration should 
also be given to deleting Clause 29, “Fed¬ 
eral, State, and Local Taxes," from 
NASA Form 604 and substituting the 
clause set forth in § 18-11.401-2 (b), in 
accordance with § 18-11.401-2(a). 

Subpart 18-16, revised. 

§ 18—16.700 Scope of subpart. 

This subpart 18-16.7 prescribes forms 
for use in connection with terminated 
contracts (see Part 18-8). 

§ 18—16.701 Notices of termination. 

There are no specific forms prescribed 
for use in issuing termination notices. 
However, § 18-8.801 sets forth texts of 
telegraphic and letter notices of termi¬ 
nation which may be used. 

§ 18—16.702 Settlement proposal forms. 

Although the forms prescribed below 
are designed for use by prime contrac¬ 
tors, they are equally suitable for use by 
subcontractors. 

§ 18-16.702-1 Settlement Proposal— 
Inventory Basis (DD Form 540). 

DD Form 540 is prescribed for use by 
contractors in presenting claims result¬ 
ing from the termination of fixed-price 
contracts when such claims are com¬ 
puted on the inventory basis. 

§ 18—16.702—2 Settlement Proposal— 
Total Cost Basis (DD Form 541). 

DD Form 541 is prescribed for use by 
contractors in presenting claims result¬ 
ing from the termination of either fixed- 
price or cost-reimbursement type con¬ 
tracts when such claims are computed on 
the total cost basis. 

§ 18—16.702—3 Settlement Proposal for 
Cost-Reimbursement Type Contracts 
(DI) Form 547). 

DD Form 547 is prescribed for use by 
contractors in submitting claims result¬ 
ing from the termination of cost-reim¬ 
bursement contracts. 

§ 18—16.702—4 Settlement Proposal- 
Short Form (DD Form 831). 

DD Form 831 is authorized for use by 
contractors in submitting claims result¬ 


ing from the termination of fixed-price 
contracts when the total claim is less 
than $2,500. 

§ 18 — 16.702—5 Inventory Schedules 
(DD Forms 542, 543, 544, 545, and 
832). 

(a) The following forms are pre¬ 
scribed for use by contractors to support 
settlement proposals submitted on DD 
Forms 540, 541, or 547: 

(i) DD Form 542 (Inventory Sched¬ 
ule A —Metals in Mill Product Form) and 
DD Form 542C (Continuation Sheet) ; 

(ii) DD Form 543 (Inventory Sched¬ 
ule B—Raw Materials) and DD Form 
543C (Continuation Sheet); 

(iii) DD Form 544 (Inventory Sched¬ 
ule C (Work in Process)) and DD Form 
544C (Continuation Sheet); and 

(iv) DD Form 545 (Inventory Sched¬ 
ule D—Dies, Jigs, Fixtures, etc., and 
Special Tools) and DD Form 545C (Con¬ 
tinuation Sheet). 

In addition, the inventory schedule forms 
may be used for reporting inventory in 
connection with adjustments under the 
“Changes" clause and inventory excess to 
completed contracts. 

(b) DD Form 832 (Termination In¬ 
ventory Schedule E—Short Form) is 
prescribed for use by contractors to sup¬ 
port settlement proposals submitted on 
DD Form 831. 

§ 18—16.702—6 Schedule of Accounting 
Information (DD Form 546). 

DD Form 546 is prescribed for use by 
contractors in connection with settle¬ 
ment proposals (see 5 18-8.307-1). 

§ 18-16.703 Application for Partial 
Payment (DD Form 548), 

DD Form 548 is prescribed for use by 
contractors when applying for partial 
payments (see §18-8.212-1). 

§ 18—16.704 Notice of Audit Statu# Date 
(DD Form 547S). 

DD Form 547S is prescribed for use by 
disbursing officers to fix the audit status 
date in accordance with § 18-8.404-6. 

§ 18—16.705 Forms of settlement agree¬ 
ment. 

There are no specific forms prescribed 
for settlement agreements. However, 
appropriate approved texts for settle¬ 
ment agreements are set forth in § 18- 
8.806. 

§ 18—16.706 Instructions for Use of Ter¬ 
mination Forms (DD Form 1114). 

DD Form 1114 consists of instructions 
for use of contract termination settle¬ 
ment and inventory schedule forms. 

Sections 18-16.803-2, 18-16.804, and 
18-16.805 revised. 

§ 18—16.803—2 Supply Contracts (WTI 
12, PC 13, Standard Form 99). 

(a) Department of Labor Form WH 12, 
a form letter explaining the Walsh- 
Healey Act, shall be furnished to the con¬ 
tractor in accordance with the provisions 
of § 18-12.603. 

(b) Department of Labor Form PC 13, 
a poster, shall be furnished to the con¬ 
tractor in accordance with § 18-12.603. 
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(c) Standard Form 99, Notice of Award 
of Contract, shall be used in accordance 
with the provisions of § 18-12.603, 

§ 18-16.804 U.S. Government Tax Ex¬ 
emption (Standard Form 1091, TD 
1444, TD I486). 

(a) Tax Exemption Certificate (Stand¬ 
ard Form 1094) shall be used as pre¬ 
scribed in § 18-11.302. 

(b) Treasury Department Form 1444 
(Alcohol for Use of United States) and 
Treasury Department Form 1486 (Spe¬ 
cially Denatured Alcohol for Use of 
United States) shall be used in accord¬ 
ance with the provisions of § 18-11.205. 

§ 18-16.805 Bond forms. 

The bond forms listed below are avail¬ 
able for use in accordance with the pro¬ 
visions of Part 18-10 of this Chapter: 

(a) Bid Bond (Standard Form 24); 

(b) Annual Bid Bond (Standard Form 
34); 

(c) Performance Bond (Standard 
Form 25); 

(d) Annual Performance Bond (Stand¬ 
ard Form 35); 

(e) Payment Bond (Standard Form 
25A); and 

(f) Affidavit of Individual Surety 
(Sandard Form 28). 

Section 18-16.811-2 revised. 

§ 18-16.811-2 Security Requirements 
Checklist. 

DD Form 254, Security Requirements 
Checklist, is authorized for use in con¬ 
nection with the notice required by the 
“Security Requirements” clause (see 
§§ 18-7.104-12, 18-7.204-12, 18-7.302-25, 
and 18-7.402-24), which is included in all 
contracts classified “Confidentiar or 
higher and in other contracts the per¬ 
formance of which may require access to 
classified information or material.. In¬ 
structions for preparation are included 
in the form. 

Sections 18-16.814 and 18-16.815 re¬ 
vised. 

§ 18-16.814 Architect-Engineer Ques¬ 
tionnaire Form (Standard Form 
251). 

U.S. Government Architect-Engineer 
Questionnaire (Standard Form 251, June 
1961 edition) may be used in accordance 
with the provisions of § 18-4.203-2(a) (i). 
This form is designed to assure the uni¬ 
form submission of experience and or¬ 
ganizational data by architect-engineer 
firms. 

§18-16.815 Contract modification 
forms (NASA Forms 450, 449, and 
449-1). 

Sections 18-16.853, 18-16.855, and 18- 
16.856 revised. 

§ 18-16.853 Checklist for Contract File 
Content (NASA Form 1098). 

NASA Form 1098, Checklist for Con¬ 
tract File Content shall be used when re¬ 
questing approval of contracts and modi¬ 
fications in accordance with instructions 
contained in § 18-50.106 (a), (b), and 

(c). 


§ 18-16.855 [Reserved] 

§ 18—16.856 Contractor Financial Man¬ 
agement Report (NASA Form 533). 

NASA Form 533, Contractor Finan¬ 
cial Management Report, is designed for 
contractors to use in submitting, at re¬ 
quired intervals, their financial and 
manpower experience and projections. 
NASA Management Instruction 9501.1 
sets forth the basic policies covering the 
use of the form for cost-type and incen¬ 
tive contracts. Instructions for complet¬ 
ing NASA Form 533 are printed on the 
reverse of the form. 

Sections 18-16.863 and 18-16.864 
added. 

§ 18—16.863 New Technology (NASA 
Form 1162). 

NASA Form 1162, New Technology, 
contains the clause set forth in § 18— 
9.101-4 and will be used in contracts 
which require the New Technology clause 
under the provisions of § 18-9.101-2. 

§ 18-16.864 Procurement Plan Con¬ 
tents Checklist (NASA Form 1168). 

NASA Form 1163, Procurement Plan 
Contents Checklist shall be used in ac¬ 
cordance with § 18-3.852-1. 

Section 18-16.904-3 revised. 

§ 18—16.904—3 Geographic distribution 
of NASA subcontracts (NASA Form 
667). 

In order to obtain information relat¬ 
ing to the geographic distribution of sub¬ 
contracts awarded under certain NASA 
contracts, the follow T ing clause will be in¬ 
serted in all NASA contracts of $500,000 
or more: 

Report on NASA Subcontracts (January 
1964) 

(a) The Contractor agrees to submit in¬ 
formation on NASA Form 667 to the National 
Aeronautics and Space Administration 
(Code KD). Washington, D.C., substantially 
as follows with respect to each subcontract 
or modification thereof exceeding $10,000 as 
soon as possible after execution thereof: 

(1) The name and address of the prime 
contractor and the NASA prime contract 
number; 

(ii) The name and address of the subcon¬ 
tractor. 

(Hi) Whether the subcontractor is a large 
or small business concern; 

(iv) Whether the type of effort being per¬ 
formed Involves research and development; 

(v) A brief description of the subcontract 
work; 

(vl) The amount of the subcontract; and 

(vii) The principal location where the 
subcontract work is to be performed, if 
known. 

(b) The term “subcontract” as used herein 
means procurement In excess of $10,000 by 
the Contractor or first-tier subcontractor of 
articles, materials, or services entering Into 
the performance of this contract, except pur¬ 
chases, regardless of amount, of stock Items, 
materials, or services which cannot be spe¬ 
cifically identified with this contract. 

(c) The term “research and development*’ 
as used herein means basic and applied re¬ 
search, and design and development of proto¬ 
types and processes to (1) pursue a planned 
search for new knowledge, with or without 
reference to a specific application, (2) apply 
existing knowledge In the creation of new 


products or processes and (3) apply existing 
knowledge in the improvement or modifica¬ 
tion of present products and processes. It 
excludes subcontracts for the purchase of 
standard commercial items and services. 

(d) The Contractor further agrees to in¬ 
sert the provisions of paragraphs (a), (b), 
and (c) of this Clause In each subcontract 
in excess of $50,000. The Contractor will in¬ 
struct his subcontractors to submit their 
reports directly to the National Aeronautics 
and Space Administration (Code KD). Wash¬ 
ington, D.C., and will provide his subcon¬ 
tractors with the number of the NASA prime 
contract. 

Section 18-16.950 added. 

§ 18—16.950 Reports on status of incen¬ 
tive contracts. 

(a) Each procurement office shall 
submit to the Office of Procurement 
(Code KDC) a report on the status, prog¬ 
ress, and effectiveness of NASA’s in¬ 
centive contracts, as of the last calendar 
day of each month, on or before the 10th 
day of the following month. The report 
will be submitted in 25 copies. Negative 
reports are required, if applicable, and 
may be expressed in the transmittal 
letter. 

(1) Incentive Contracts Currently Un¬ 
der Administration (NASA Form 1129) 
will be prepared to provide a concise 
summary of pertinent information on all 
incentive contracts for which the pro¬ 
curement office is responsible (including 
those assigned to other Government 
agencies for administration) each month 
including contracts awarded during the 
report period. Contracts will be omitted 
from this report in the month in which 
their final appraisal is reported on NASA 
Form 1132, Evaluation of Incentive 
Effectiveness. 

(2) Incentive Contracts—Summary of 
Contract Awarded (NASA Form 1130) 
will be used to summarize individual in¬ 
centive contracts awarded during the 
report month and to provide details of 
the incentive arrangements. This form 
will also be used to report contract modi¬ 
fications which increase or decrease the 
total contract amount by ten percent or 
more, or which materially change the in¬ 
centive arrangement in the contract. 

(3) Incentive Contracts—Status of 
Negotiation (NASA Form 1131) will be 
used to provide current information on 
the progress of negotiations of all incen¬ 
tive contracts, regardless of approval re¬ 
quirements and will be used until the re¬ 
sultant contract is awarded. Reports will 
be submitted beginning with the month 
in which the NASA prenegotiation posi¬ 
tion is approved, either by Headquarters 
(§ 18-3.450(c)) or by the Center con¬ 
cerned. To preclude untimely disclosure 
of sensitive information, the column 
headed “NASA Position” should reflect 
amounts and rates in terms of the ran?e 
of consideration until specific amounts 
and rates are disclosed to the selected 
contractor during negotiations. Signifi¬ 
cant changes in position of either party 
should be discussed in the space provided 
for Summary. 

(4) Incentive Contracts— Evaluation 
of Incentive Effectiveness (NASA Form 
1132) will be used to record and report 
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periodic and final appraisals by the cog¬ 
nizant installation of the effectiveness of 
the incentive arrangements used in the 
contract. This form will be submitted 
for the month in which periodic evalua¬ 
tion is made or, in the case of final evalu¬ 
ation, the month in which the contract 
is modified to reflect the final price revi¬ 
sion or fee determination. 

<b) Contract actions to be reported 
are: 

(1) All definitive contracts, regardless 
of amount, which include provision for 
incentive profits or fees or for award fees. 

(2) Letter contracts, regardless of 
amount; which provide for incentive or 
award fee arrangements. Letter con¬ 
tracts in which the incentive arrange¬ 
ment has not reached final agreement, 
will be reported on NASA Form 1131, 
Status of Negotiations, until the defini¬ 
tive contract is executed, at which time 
report will be made on NASA Forms 1129 
and 1130. Letter contracts in which the 
incentive arrangements are firm will be 
reported on NASA Form 1129, identified 
by (LC) following the contract number. 

(3) Contracts which provide for 
future conversion to incentive fee or 
profit arrangements, or which provide 
for an incentive arrangement at a future 
date by exercise of option, or by phasing, 
will be reported monthly on NASA Form 
1131, Status of Negotiations, until the 
conversion, exercise of option, or phasing 
has been effected, when that event will 
be reported on NASA Forms 1129 and 
1130 above. The total amount of each 
converted contract will be reported and 
classified so as to show both types of con¬ 
tract. such as CPFF/CPIF. 

Subpart 18-51.3 added. 

Subpart 18—51.3—Assignment of 

Contract Management and Related 

Field Service Functions 

§18-51.300 Scope «ml applicability. 

This Subpart 18-51.3 details the ap¬ 
plicable policies and procedures and sets 
forth guidelines for the assignment of 
contract management and related field 
service functions to (a) NASA plant 
representatives, (b) other NASA in¬ 
stallations, and (c) other Governmental 
agencies performing contract manage¬ 
ment and related field service functions 
for NASA. Assignment of technical or 
technical monitoring functions is not 
covered by this Chapter. 

§ 18—51.301 Agreements with the Mili¬ 
tary Departments and other Govern¬ 
ment agencies* 

NASA has entered into agreements 
with the Military Departments which 
provide that the departments will per¬ 
form certain functions for NASA in con¬ 
nection with the administration of 
NASA contracts, pursuant to the pro¬ 
cedures set forth in those agreements. 
For the agreement with the Department 
Army, see NASA Management 
instruction 1052.18; with the Depart¬ 
ment of the Navy, see NASA Manage¬ 
ment Instruction 1052.15; and with the 
Department of the Air Force, see NASA 
Management Instruction 1052.12. Ex¬ 
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isting agreements between the Military 
Departments and NASA are inappli¬ 
cable with respect to performance of 
contract services support within the 
Philadelphia Contract Administration 
Services Region. For the applicable 
agreement and a delineation of the area 
that comprises the Philadelphia Con¬ 
tract Administration Services Region, 
see NASA Management Instruction 
1052.38. NASA Management Manual 
10-2-1 prescribes budgeting, funding, and 
payment procedures for contract ad¬ 
ministration and related field service 
functions performed for NASA by orga¬ 
nizations other than NASA. NASA 
Management Instruction 1052.14 sets 
forth an agreement between the Depart¬ 
ment of Defense and NASA for the re¬ 
imbursement of certain costs incurred 
by cither agency in providing services, 
equipment, supplies, personnel, and fa¬ 
cilities for use by the other agency. 

§ 18—51.302 Definitions. 

As used in this Subpart 18-51.3 the 
following terms shall have the meanings 
as set forth below: 

(a) Primary or prime contract man¬ 
agement refers to contract support func¬ 
tions performed in connection with 
management of a prime contract includ¬ 
ing those functions which may be dele¬ 
gated either to another NASA installa¬ 
tion or to another Government agency 
and redelegated to still another such 
activity (e.g., in the case of intracom¬ 
pany work transfers). 

(b) Secondary administration refers 
to those support functions performed in 
connection with a subcontract. 

(c) Contract management and related 
field service functions (hereinafter re¬ 
ferred to as contract management func¬ 
tions) are those functions specified in 
NASA Management Instructions 1052.12, 
1052.14, 1052.15, and 1052.18, respec¬ 
tively, and may be generally categorized 
under the broad headings of: Ensuring 
Compliance with Contract Clauses; 
Monitoring and Controlling. Through a 
Series of Administrative Actions, the 
Cost and Quality of Contract Perform¬ 
ance; Conducting Systems Evaluations 
of Contractor's Overall Operations with 
a View Toward Improving Effectiveness 
of Contract Performance; Assessing, 
Through Systems Evaluations and Eval¬ 
uation of Performance on Past and Cur¬ 
rent Contracts, Contractor’s Capability 
to Perform Effectively on Future Con¬ 
tracts; and Furnishing General Contract 
Support. 

(d) NASA plant representative refers 
to the representative who may be as¬ 
signed to a plant by a NASA installation 
for the purpose of exercising surveillance 
over contract performance or maintain¬ 
ing liaison with the contractor. Such 
representative may be designated as 
either contracting officers or contracting 
officer representatives. 

(e) Government inspection agency 
representative refers to a representa¬ 
tive assigned by an agency of the Gov¬ 
ernment, generally a military depart¬ 
ment, for the purpose of performing 
quality assurance inspection functions. 
Under some circumstances more than 
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one agency or military department may 
assign such representatives to the same 
plant. 

§ 18-51.303 General. 

(a) Requests to perform contract 
management functions may be in the 
nature of an assignment of primary or 
prime contract management (or some 
portion thereof) by NASA’s installations 
to another NASA activity (e.g., a plant 
representative. WOO, or NEO) or to an¬ 
other Government agency or an assign¬ 
ment of secondary administration in 
connection with subcontracts. Such as¬ 
signments are necessitated by: (1) The 
lack of physical proximity to a contrac¬ 
tor’s operations precludes effective con¬ 
tract management at the installation; 
(2) the diversity of work locations uti¬ 
lized by the prime contractor including 
intra-company transaction; (3) the size 
and type of subcontracts placed require 
a greater degree of surveillance; (4) the 
lack of physical resources; or (5) other 
considerations. 

<b) Primary and secondary assign¬ 
ments will normally be consistent with 
four primary objectives: 

(1) Retention of sufficient authority 
by NASA personnel to assure effective 
control over schedule, cost, and technical 
performance; 

(2) Provision for full and effective 
performance of contract management 
functions; 

(3) Conservation of NASA manpower 
resources through avoidance of unneces¬ 
sary duplication of contract manage¬ 
ment capabilities both within NASA and 
between NASA and other Government 
agencies (principally the military de¬ 
partments) ; and 

(4) Preservation of an effective work¬ 
ing relationship with counterparts in 
other Government agencies. 

(c) NASA contracting officers will 
clearly specify the nature and degree of 
authority of representative (NASA or 
other) to whom contract management 
functions are assigned for performance; 
or, where assignment is made pursuant 
to previously established authority (e.g., 
in the case of a NASA plant representa¬ 
tive), assure that assignments are con¬ 
sistent with such authority. When there 
is an election to make only a partial as¬ 
signment or to provide for performance 
by two or more activities, particular care 
must be exercised to specify the exact 
authorities and responsibilities of each 
activity. 

§ 18—51.304 Processing the assignment. 

In order to insure that assignments 
are consistent with the objectives set 
forth in § 18-51.303(b), the following 
actions shall be taken: 

(a) NASA contracting officers shall 
review the contract requirements prior 
to or immediately subsequent to con¬ 
tract execution to determine the nature 
and extent of contract management 
functions required to be performed. 
This review will include coordination 
with all appropriate activities within the 
installation to ensure incorporation of all 
requirements in the assignment (See 
§§ 18-51.309 and 51.310). 
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(b) As a result of the review required 
by (a> above, the NASA contracting offi¬ 
cer shall determine in accordance with 
how the requirements for contract man¬ 
agement functions can best be fulfilled. 

(c) Assignments will be explicit in 
detailing the functions assigned for per¬ 
formance. This may be achieved by 
one of the following methods: 

(1) A total assignment framed in gen¬ 
eral terms qualified by a restriction or 
reservation as to those functions, or por¬ 
tions of functions, desired to be retained. 
When using this method, special care 
must be exercised to ensure that the 
activity to which performance is assigned 
normally performs all of the functions 
sought to be assigned and in a manner 
to satisfy the requirements of the par¬ 
ticular contract and that additional 
clarification or amplification is not re¬ 
quired, or 

(2) A detailed listing of those func¬ 
tions, or portions of functions, intended 
to be assigned, with a general qualifica¬ 
tion that those functions not specified 
will be reserved to the NASA contracting 
officer. When using this method, special 
care must be exercised to prepare a com¬ 
plete listing of assigned functions to pre¬ 
clude an inference of reservation where 
none was intended. 

(d) Special NASA provisions, or in¬ 
stances where actions desired differ from, 
or are more extensive than, those nor¬ 
mally required of the activity to which 
the assignment is being made, should be 
specified in the assignment letter. When 
it is anticipated that a special require¬ 
ment or reporting may subsequently be 
imposed, the assignment letter should 
include appropriate language to inform 
the agency being assigned contract man¬ 
agement functions. Because of program 
requirements, circumstances surrounding 
the negotiation, characteristics of the 
contractor in question, or for other rea¬ 
sons, it may be appropriate to direct 
special attention on particular areas 
during the course of performing contract 
management. Careful consideration 
should be given to the determination of 
such areas and they should be specifically 
set forth in the assignment letter. 

(e) Assignment letters should be proc¬ 
essed expeditiously so that assigned 
functions may be performed on a timely 
basis without delay of contract per¬ 
formance and incurrence of unnecessary 
costs. They should be accompanied by 
sufficient documentation to accomplish 
the functions assigned including copies 
of the contractual documents and subse¬ 
quent changes thereto, approval letters, 
designation of liaison representatives or 
contact points, and other appropriate 
data. Copies of the assignment letter 
should be forwarded to the contractor 
and to such other activities or personnel 
that may be required to have contact 
with the agency to which the assignment 
is made. 

§ 18—51.305 Communication with ad¬ 
ministering agency. 

Action should be taken to establish 
communication with^the agency to which 
functions are assigned and to maintain 
the necessary contacts to ensure proper 
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coordination. Information which may 
assist in the performance of the assigned 
functions should be passed on to the 
administering agency. That agency 
should, in turn, be encouraged to advise 
the NASA contracting officer of signifi¬ 
cant developments. In the case of 
major programs it may be desirable, de¬ 
pending upon the nature of the functions 
to be assigned, for the NASA contracting 
officer or his representatives to visit the 
agency at the time the assignment is 
being made to ensure that a complete 
understanding is established. Contact 
should be maintained with the admin¬ 
istering agency, by any appropriate 
means, to ensure that the NASA con¬ 
tracting officer is informed of the per¬ 
formance and progress of the assigned 
administration functions. 

§ 18-51.306 Authority to reassign sec¬ 
ondary administration. 

Ca) Prime contractors should nor¬ 
mally be required to manage their sub¬ 
contract programs. However, adminis¬ 
tration of a surveillance and advisory 
nature should be conducted by the Gov¬ 
ernment as far down the subcontract 
chain as may be necessary to protect the 
interests of the Government. The con¬ 
centration of capability in the aerospace 
industry is such that subcontractors may 
be performing as prime contractors in 
other major NASA programs and the 
agencies to which secondary adminis¬ 
tration is assigned will normally be en¬ 
gaged in management of those prime 
contractors* contracts. There will be a 
tendency, under such circumstances, for 
the prime contractor to rely on the Gov¬ 
ernment to perform some of his sub¬ 
contract management functions includ¬ 
ing, but not limited to, establishment of 
billing rates and final burden rates in 
connection with cost-reimbursement 
type subcontracts and validation of 
management systems, e.g., accounting, 
purchasing, etc. (This is based on the 
fact that the prime contractor recog¬ 
nizes that Government personnel must 
eventually pass on the reasonableness 
of subcontract costs that are included 
in the prime contract.) As a minimum, 
the agency to which secondary adminis¬ 
tration is assigned should be responsible 
for ensuring that the principles, systems, 
and procedures approved for cost- 
reimbursement type prime contracts are 
being followed on the subcontract as 
well. The administering agency should 
be expected to notify the prime contract¬ 
ing officer of any deficiencies in subcon¬ 
tractor operations which are likely to 
have unfavorable impact on contract 
performance (e.g., schedule, cost, or 
technical performance) so that these 
deficiencies may be brought to the at¬ 
tention of the prime contractor for cor¬ 
rective action. 

(b) During the review of the contract 
to determine the contract management 
requirements in connection with a con¬ 
templated assignment of functions, the 
NASA contracting officer should deter¬ 
mine also the extent to which secondary 
assignment may be required. When in 
doubt, it is preferable to assign to the 
agency performing the primary func¬ 


tions the authority to reassign the man¬ 
agement of subcontracts, or in connec¬ 
tion with intracompany transactions un¬ 
less there is a compelling reason, for 
retention of this authority. In this con¬ 
nection. a NASA contracting officer may 
limit the authority of a field activity to 
approve subcontracts, but may delegate 
authority to reassign subcontract man¬ 
agement. When a decision is made by 
the NASA contracting officer to retain 
the authority to reassign, it is incum¬ 
bent upon him to assure that the reas¬ 
signment is in fact accomplished in all 
instances in which it may be required to 
provide effective surveillance. The 
necessity for communication with those 
to whom contract management functions 
are assigned (see § 18-51.305) applies 
equally with respect to secondary 
assignment. 

§ 18-51.307 Assignment guidelines. 

(a) The determination as to whether 
contract management functions should 
be performed entirely by the NASA con¬ 
tracting officer placing the contract, or 
assigned, in whole or in part, to another 
NASA installation or Government agency 
should be made in context of the objec¬ 
tives specified in § 18-51.303 (b). These 
will in turn involve consideration of 
such factors as: 

(1) The type of contract involved: 

(2) The size and complexity of the 
contract effort: 

(3) Place of performance: 

(4) Existing contract management 
capability in residence at contractor 
facility (or performing contract man¬ 
agement on an itinerant basis); and 

(5) The operating requirements of 
each of the contract management func¬ 
tions. Analysis of these requirements 
Involves a consideration of: 

(i) The actions that must be taken in 
performance: 

(ii) The kiods of agencies and func¬ 
tional specialists involved in these ac¬ 
tions and where they are located; 

(Hi) The extent to which the function 
is of direct concern to project manage¬ 
ment; 

(iv) The respective benefits of per¬ 
forming at the installation placing the 
contract or in close proximity to the 
contractor’s operations, and 

(v) The extent to which performance 
of the function involves one or more de¬ 
cisions which may have a significant im¬ 
pact on schedule, cost, or technical per¬ 
formance. 

(b) An analysis of the various contract 
management functions indicates that a 
distinction can be made between those 
functions which have an impact on 
schedule, »;ost, or technical performance 
and those which are essentially support 
functions with little or no direct impact 
on performance. Contracting officers 
may effectively control schedule, cost, 
and technica. performance by retaining 
authority for making decisions in these 
areas of performance. Contracting of¬ 
ficers should also retain authority for 
final review or approval on cost, source, 
and specifications pertaining to major 
systems subcontracts, and for decisions 
on cost where such cost is a significant 
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factor in a subcontract. Functions per¬ 
taining to compliance with standard 
clauses, audij, legal review, small busi¬ 
ness, facility requirements review, price 
analysis, anc. authority to consent to 
small dollar value subcontractors may be 
assigned to an administering agency with 
no significant loss of control. 

(c) Plant representatives normally 
will be assigned to contractor facilities 
by NASA installations when the magni¬ 
tude of the program or contract merits 
special attention and close surveillance. 
Sufficient authority should be delegated 
to plant representatives to render de¬ 
cisions influencing performance when 
such decisions must be made immedi¬ 
ately. Major decisions will continue to 
be made at the installation level. As¬ 
signments to plant representatives in 
residence at a contractor’s facility should 
be limited, in accordance with § 18- 
51.307(b), to those actions necessary for 
effective control over schedule, cost, and 
technical performance. Assignment of 
the remaining functions may be made 
either to a resident Department of De¬ 
fense staff or retained by the resident 
NASA staff where NASA’s business with 
a contractor is preponderant. 

§ 18—51.308 Utilization of Military De¬ 
partments. 

§ 18—51.308—1 General. 

Requests for additional information or 
guidance, including inquiries regarding 
the location of military department con¬ 
tract management installations, or as 
to the appropriate agency to which func¬ 
tions should be assigned, should be re¬ 
ferred to the Director of Procurement 
(Code KDM). 

§ 18-51.308—2 Special departmental 
procedures. 

(a) Where an Air Force installation 
has cognizance over the contractor facil¬ 
ity, the NASA contracting officer will 
direct his request to perform contract 
management functions to the Contract 
Management District or Air Force Plant 
Representative, as appropriate, as set 
forth in the NASA-Air Force Agreement. 

<b) Where an Army installation has 
cognizance of the contractor facility, the 
NASA contracting officer will direct his 
request to the Commanding Officer or 
comparable official, in accordance with 
the NASA-Army Agreement. 

(c) Where the Navy has cognizance of 
the contractor’s facility the NASA con¬ 
tracting officer will direct his request, 
except for contract auditing, to the cog¬ 
nizant Navy Inspection Office, Supships 
or BUWEPS Representative, as appro¬ 
priate, in accordance with the NASA- 
Navy Agreement. Requests for contract 
auditing will be directed to the cognizant 
Navy Audit Office. 

§ 18-51.308—3 Budgeting, funding, and 
payment. 

Budgeting, funding, and payment for 
pontract management and related func- 
? ns will be effected in accordance with 
^ASA Management Manual 10-2-1. 
£ach assignment letter will request ac¬ 
knowledgement, accompanied by an esti¬ 
mate of the reimbursement cost of the 
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services to be provided, if applicable, and 
will include appropriate instructions re¬ 
garding submission of invoices for pay¬ 
ment on a reimbursable basis. 

§ 18-51.308-4 Functional management. 

NASA contracting officers. In fulfilling 
their functional management responsi¬ 
bilities, will keep themselves advised as to 
performance by those activities to which 
management functions have been as¬ 
signed. Copies of all approval letters 
issued to the contractor in performance 
of these functions should be requested. 
Copies of requests to agencies for special 
reports relating to performance of con¬ 
tract management and related functions 
for NASA should be forwarded to the 
Director of Procurement (Code KDM). 
When authority is granted a military de¬ 
partment to reassign secondary manage¬ 
ment, the department should be informed 
that any reassignment will be made to the 
agency which has cognizance over the 
plant in which the subcontract is to be 
performed. 

§ 18-51.309 Audit services. 

(a) It is NASA policy to utilize the 
services of the military departments for 
performance of contract cost audit and 
other audit services except in those in¬ 
stances where, for appropriate reasons, 
audit is performed by NASA. To ensure 
that audit services are performed and 
that they commence at the earliest pos¬ 
sible time following inception of perform¬ 
ance, immediately subsequent to execu¬ 
tion of the contract a request for audit 
should be processed in the case of all 
cost-reimbursement type, labor-hour, 
and time and material contracts, fixed- 
price contracts containing cost-reim¬ 
bursement provisions for portions of the 
contract performance, and letter con¬ 
tracts. 

(b) Requests for audit services should 
be directed to the cognizant military 
audit agency as determined from the 
published Department of Defense “Audit 
Coordination Letters’’ and “Directory of 
Army, Navy, and Air Force Audit Offices.’’ 
Such requests should be accompanied by 
copies of the contract and other docu¬ 
mentation, as appropriate, and should 
provide that a copy of all audit reports 
resulting from the request should be 
furnished to the NASA Regional Audit 
Office designated in the request. A copy 
of each such request, less enclosures, 
shall be furnished to the appropriate 
NASA Regional Audit Office. If the cog¬ 
nizant military audit agency cannot be 
ascertained from the referenced publica¬ 
tions, or if assistance is required in ob¬ 
taining audit services, advice should be 
requested from the appropriate NASA 
Regional Audit Office. Special audits or 
additional audit services may be re¬ 
quested directly by NASA Audit. How¬ 
ever, since these audits are requested for 
the purpose of supporting NASA con¬ 
tracting officers, funding for these audits 
will be provided by the installations as 
in the case of normal audit support. 

§ 18—51.310 Quality Assurance func¬ 
tions. 

(a) Requests for quality assurance 
services should normally form a part of 
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the initial assignment letter. Quality 
Assurance requirements may not. how¬ 
ever, be completely known at the time 
such request is processed. Under such 
circumstances, the assignment letter 
should specify that implementing in¬ 
structions will be processed subsequently 
by the NASA Installation’s Quality As¬ 
surance staff. The initial request or sub¬ 
sequent implementing instructions 
should specifically reference the current 
edition of NPC 200-1A. where called for, 
and any modifications or interpretations 
thereof should be coordinated with the 
Office of Reliability and Quality Assur¬ 
ance, NASA Headquarters. 

(b) The contractor, Government In¬ 
spection Agency, and NASA represent¬ 
ative should be advised, either by means 
of the assignment letter, or subsequent 
implementing instructions, as to the 
names of persons with delegated author¬ 
ity for quality assurance and reliability 
and the channel of communication. 
Guidelines for further assignment of 
source inspection should be set forth and 
the quality characteristics to be verified 
by the inspection agency should be spec¬ 
ified, or guides for selection of such char¬ 
acteristics should be provided. Instruc¬ 
tions should be specific in setting forth 
those quality assurance functions to be 
performed by NASA and those to be per¬ 
formed by the Government Inspection 
Agency. 

(c) An effort should be made, at the 
earliest practicable time after making 
an assignment, to visit the Government 
Inspection Agency personnel who will be 
performing the quality assurance func¬ 
tions, to discuss in detail the quality re¬ 
quirements. The numbers and types of 
Government Inspection Agency person¬ 
nel necessary to handle these require¬ 
ments should also be discussed during the 
visit. Where two or more NASA installa¬ 
tions are placing requests for services on 
the same Government Inspection Agency 
group, every effort should be made to 
coordinate the requirements. Considera¬ 
tion should also be given to the necessity 
for training Government Inspection 
Agency personnel and for orienting them 
to NASA’s program requirements. 

§ 18—51.311 Priorities (DMS). 

With respect to priorities, allocations, 
and requirements functions, NASA con¬ 
tracting officers will utilize military de¬ 
partments only to the extent of request¬ 
ing preliminary expediting actions, when 
required, to improve deliveries on con¬ 
tracts and orders. Should formal priori¬ 
ties assistance involving the use of Form 
BDSAF-138 become necessary, requests 
will be processed in accordance with 
Subpart 18-52.4. 

Subpart 18-51.18 added. 

Subpart 18—51.18—Miscellaneous 
Administrative Actions 

§ 18-51.1801 Automatic Data Process¬ 
ing equipment. 

(a) Contracting officers administering 
contracts which include significant costs 
for the acquisition, either through pur¬ 
chase or rental, and operation of Auto¬ 
matic Data Processing (ADP) equipment 
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must exercise particular care to prevent 
excessive costs resulting from unneces¬ 
sary capacity or sophistication. Inade¬ 
quate usage time recording, extra shift 
rentals, machine set up and other non¬ 
billable machine time, and inadequate 
utilization records. 

(b) Proposed increases in the capacity 
or capabilities of existing ADP systems 
will be analyzed in detail and justified by 
the contractor prior to actual acquisition 
of the increased capacity or capability. 

Sections 18-52.000 and 18-52.001 re¬ 
vised. 

§ 18-52.000 Scope of part. 

This Part 18-52 prescribes procedures 
for the administration of priorities with 
respect to products and equipment, in¬ 
cluding the administration within NASA 
of the Defense Materials System (DMS), 
and procedures for developing and re¬ 
porting requirements for certain specific 
materials other than controlled mate¬ 
rials. Subparts 1, 2, 3, and 4 are con¬ 
cerned with DMS procedures. These 
four subparts supplement the instruc¬ 
tions in the Department of Defense Pri¬ 
orities and Allocations Manual (PAM), 
the NASA supplement thereto, and § 18- 
1.307 of this Chapter. Subpart 18-52.5 
is concerned procedures for development 
and reporting requirements for selected 
materials (propellants, pressurants, etc.) 
which are of critical importance to 
NASA’s mission. 

§ 18-52.001 Definitions. 

As used in this Part 18-52, the fol¬ 
lowing terms have the meaning stated 
below: 

(a) “Controlled materials” means do¬ 
mestic and imported steel, copper, alu¬ 
minum, and nickel alloys in the forms 
and shapes listed in § 18-52.206. 

(b) “Headquarters Program Offices’* 
means the Office of Manned Space 
Flight, the Office of Advanced Research 
and Technology, and the Office of Space 
Science and Applications. 

Old § 18-52.001 renumbered 18-52.002 
and revised. 

§ 18—52.002 General. 

(a) The Defense Materials System is 
maintained by the Government to assure 
priorities and allocation support of cur¬ 
rent production, construction, and re¬ 
search and development programs of 
selected Government agencies. The sys¬ 
tem has been declared by the Office of 
Emergency Planning (OEP) as an es¬ 
sential mobilization preparedness meas¬ 
ure. The Defense Materials System 
operates within NASA under a delegation 
of authority from the Department of 
Defense. The system provides priorities 
authority for NASA and its contractors 
in obtaining raw materials, supplies and 
equipment from industry on a prefer¬ 
ential basis. 

(b) The necessary priority support of 
an officially approved Government pro¬ 
gram is achieved through the techniques 
of allocation, apportionment and allot¬ 
ment with respect to controlled materials 
and through the techniques of priority 
rated orders for individual contracts with 


respect to all other materials and equip¬ 
ment. 

(c) OEP has the basic responsibility 
for assuring that national resources for 
various materials and products are ade¬ 
quate to meet Government program 
schedules. The OEP directs certain 
Government agencies to provide esti¬ 
mates of requirements for selected ma¬ 
terials to assure that their studies reflect 
the total demand. In addition NASA 
utilizes the military departments and 
other Government agencies as supply 
sources for certain materials in support 
of NASA programs. To facilitate pro¬ 
curement and distribution planning 
these agencies require reports of require¬ 
ments from NASA. The data to be pro¬ 
vided under this Part will enable Head¬ 
quarters to satisfy reporting require¬ 
ments placed on NASA by other Govern¬ 
ment agencies. 

Subpart 18-52.1 revised in its entirety 
(§§ 18-52.104, 18-52.105, 18-52.106, and 
18-52.107 deleted). 

Subpart 18-52.1—DO Rating System 

§ 18-52.100 Scope of subpnrt. 

This Subpart 18-52.1 prescribes pro¬ 
cedures for the administration of the 
DO Rating System with respect to prod¬ 
ucts and equipment, other than con¬ 
trolled materials, required for NASA 
programs. 

§ 18-52.101 General. 

With minor exceptions, the use of pri¬ 
ority ratings on both NASA contracts 
and purchase orders and on all con¬ 
tractor purchase orders is mandatory. 
Priority ratings are assigned on indi¬ 
vidual contracts and purchase orders by 
NASA personnel to whom authority has 
been delegated under NASA Manage¬ 
ment Instruction 5101.7. Complete in¬ 
formation regarding the use of ratings, 
method of assignment, items not other¬ 
wise eligible for ratings, and additional 
instructions are set forth in section 2 
of the Department of Defense Priorities 
and Allocations Manual (PAM). 

§ 18-52.102 Application of rating®. 

A NASA contract or purchase order is 
“rated” by writing on the contract or 
order, or on a separate paper specifically 
identified with the contract or order the 
following: 

(a) DO or DX— (appropriate program 
code symbol); 

(b) The certification prescribed in 
section 2-3 of the PAM, i.e., “Certified 
for national defense use under DMS 
Reg. 1”; 

(c) The required delivery date(s); 

(d) Signature and Title of Authorized 
Official, and 

(e) In addition to the above data, all 
rated contracts or orders must include, 
or be accompanied by, the Priorities, 
Allocations and Allotments (September 
1962) clause contained in the General 
Provisions of the contract. 

§ 18-52.103 Nonralable item*. 

Priority ratings will not be issued for: 
(a) Direct procurement of “controlled 
materials”—steel, copper, aluminum, and 
nickel alloys; 


(b) Contracts for services, except 
those relating to deliveries of materials, 
or 

(c) Items ordered or requisitioned 
from GSA (Federal Supply Service). 

In addition to the above, a complete 
list of nonratable items and classes 
of items is contained in Exhibit 1, section 
2-1 of the PAM. 

Subpart 18-52.2 revised in its entirety 
(§§ 18-52.205 and 18-52.206 added). 

Subpart 18-52.2—Reporting of Con¬ 
trolled Materials Requirements 

§ 18-52.200 Scope of subpart. 

This Subpart 18-52.2 sets forth the 
procedures for the furnishing by installa¬ 
tions of quarterly reports of estimates of 
requirements for DMS controlled ma¬ 
terials. The field installation quarterly 
reports described in this Subpart are the 
basis of NASA’s consolidated estimates to 
the Department of Defense (which acts 
as the claimant agency for NASA) and 
to the Office of Emergency Planning 
(OEP). 

§ 18-52.201 Reporting responsibility. 

(a) Scope of report. Field installa¬ 
tions shall submit quarterly estimates of 
controlled materials requirements by the 
codes, forms, shapes, and subdivisions 
as listed in § 18-52.206 for the applicable 
claimant programs as described in PAM 
2-2. Reports will be submitted on DD 
Form 614, Materials Requirements— 
Steel and Nickel Alloys, and DD Form 
614.1, Materials Requirements—Copper 
and Aluminum. 

(b) Report due dates. Reports for the 
first quarter of each calendar year shall 
be forwarded to reach the Office of Pro¬ 
curement by the preceding September 1, 
for the second calendar quarter by the 
preceding December 1, for the third 
calendar quarter, by the preceding 
March 1, and for the fourth calendar 
quarter by the preceding June 1. 

§ 18-52.202 Report content. 

The report required by § 18-52.201 
above shall include: 

(a) For each separate claimant pro¬ 
gram. the controlled materials needed for 
all procurements to be made by the re¬ 
porting installation showing: (A) The 
materials to be purchased by contractors 
for production of Class A products, in¬ 
cluding construction, and materials for 
research and development, and (B) the 
materials to be purchased by field in¬ 
stallations for in-house operations. Ma¬ 
terials required for production of Class 
B products are not to be reported; (sec¬ 
tion 1-4 of the PAM sets forth the defini¬ 
tion of Class A and B products). 

(b) A summary or total of the require¬ 
ments reported in (a) of this section; 
and 

(c) A breakout from the data called 
for in (1) and the totals in (2) of esti¬ 
mates for the material required for items 
and projects which are of highest na¬ 
tional priority. Such programs as are 
authorized for the special DX priority 
rating may be found in the Department 
of Defense Master Urgency List 
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§ 18—52.203 Basis fop developing con¬ 
trolled materials requirements. 

The reports submitted in accordance 
with this Subpart 18-52.2 shall be based 
on the research and development, end- 
item, and construction programs which 
take into consideration all funds avail¬ 
able or anticipated to become available. 
Estimates shall reflect the best judgment 
of the installations, and should, if pos¬ 
sible, be derived by multiplying unit 
weight per item by scheduled produc¬ 
tion, with due consideration of produc¬ 
tion and purchasing lead times. When 
this approach is not feasible, other meth¬ 
ods, such as factoring a relationship of 
materials to dollar value, engineering 
estimates, contractor estimates, or ac¬ 
tual past usage of materials, may be uti¬ 
lized in preparing the requirements. 
Records shall be maintained by the field 
installations of the methods and data 
used in preparing the reports, for review 
upon request by NASA Headquarters. 

§ 18-52.204 Requirements coordination 
with other Government agencies. 

Field installations shall not report ma¬ 
terials requirements for those items 
which are purchased by other Govern¬ 
ment agencies (such as the Air Force, 
Corps of Engineers, etc.) for NASA use. 
However, end-item quantitative require¬ 
ments for Class A products will, if re¬ 
quested, be furnished to the purchasing 
department in order that the purchasing 
department may compute and include 
the required materials in its submission 
of reports to the Department of Defense. 

§ 18-52.205 Requirements review, as¬ 
sembly, and submission to the De¬ 
partment of Defense. 

The Office of Procurement, will: 

(a) Review field installation reports 
for accuracy of computations and rea¬ 
sonableness of computed quantities in 
relation to authorized program procure¬ 
ments; 

(b) Summarize data received from 
field installation into an overall NASA 
report for submission to the Department 
of Defense; and 

(c) Justify and defend NASA esti¬ 
mates as may be necessary before the 
Department of Defense and the Office of 
Emergency Planning. 

§ 18-52.206 List of controlled materi¬ 
als—Defense Materials System Reg¬ 
ulation 1. 

D ° D Code Material 

1200 Carbon steel (Including wrought Iron) 
total: 

Ingots, billets, etc. (excluding 1215). 
Billets, stock for shell bodies. 

Bars, cold finished. 

Bars, hot rolled (excluding 1223 and 
1225). 

Bars, reinforcing. 

Bars, stock for sheU bodies. 

Structural shapes. 

Piling. 

Pipe and tubing. Including threaded 
couplings. 0 
Plates. 

Sheet and strip (excluding 1261). 
Sheet, galvanized. 

Tin. terne, tin mill black plate. 

Ralls and track accessories. 

Wheels, tires and axles. 


1212 

1215 

1221 

1222 

1223 

1225 

1231 

1232 
1240 

1251 

1252 
1261 
1262 
1270 
1280 


DOD Code Material 

1290 Wire rods, wire and wire products. 
1340 Alloy steel (excluding 1000 and 1400) 
total: 

1312 Ingots, billets, etc. 

1314 Castings, armor. 

1321 Bars, cold finished. 

1322 Bars, hot rolled. 

1331 Structural shapes. 

1340 Pipe and tubing, including threaded 
couplings. 

1351 Plates (excluding 1355). 

1352 Sheet and strip. 

1355 Plates, rolled armor. 

1370 Track accessories. 

1380 Wheels, tires and axles. 

1390 Wire rods, wire and wire products. 
1000 Stainless steel—nonnickel bearing— 
total; 

1400 Stainless steel—nickel bearing—total; 
0600 Nickel alloys—total: 

0601 6 percent through 29.9 percent 

nickel content. 

0602 30 percent through 49.9 percent 

nickel content. 

0603 50 percent through 100 percent 

nickel content. 

1510 Brass mill copper base alloy products— 

total: 

1511 Plate, sheet and strip (except 1514). 

1512 Rods, bars and wire. 

1613 Tube and pipe. 

1514 Ammo cups and discs. 

1520 Brass mill unalloyed copper prod¬ 

ucts—total: 

1521 Plate, sheet and strip. 

1522 Rods, bars and wire. 

1523 Tube and pipe. 

1510 

and 

1520 Brass mill products—total (sum lines 
1510 and 1520); 

1530 Wire mill products (copper content); 
1540 Poundary products; 

1550 Powder—total: 

1551 Powder, copper, unalloyed. 

1552 Powder, copper base alloys. 

1600 Aluminum—total: 

1610 Rods and bars, porcelain coated. 

1611 Rods and bars, rolled (excluding 

1610 and 1612 and excluding stock 
for 1620. 1630 and 1661). 

1612 Rods and bars, rolled, forging and 

impact extrusion stock. 

1620 Wire and cable (excluding 1630). 

1630 Rivets and rivet wire. 

1651 Sand castings. 

1652 Mold castings. 

1653 Die castings. 

1654 Other castings. 

1661 Shapes, rolled structural. 

1662 Shapes, extruded (excluding 1663 

and 1664). 

1663 Shapes, extruded forging stock. 

1664 Shapes, extruded, porcelain. 

1670 Sheet, strip and plate (excluding 

1671 and stock for 1693). 

1671 Sheet, strip and plate, porcelain 

coated. 

1680 Tubing. 

1691 Powder. 

1692 Ingot. 

1693 Poll (0.005" and thinner). 

Subpart 18-52.3 revised in its entirety 
(§ 18-52.300 added). 

Subpart 18—52.3—Allocations and 
Allotments of Controlled Materials 

§ 18—52.300 Scope of subpart. 

TTiis Subpart 18-52.3 sets forth pro¬ 
cedures for (a) NASA apportionment to 
field installations of controlled materials 
allocations received from the Depart¬ 
ment of Defense and (b) allotment of 
controlled materials by field installa¬ 
tions to contractors. 


§ 18-52.301 General. 

Field installations and contractors ac¬ 
quire allotment authority to purchase 
controlled materials as follows. Under 
DMS, only the Department of Defense 
and Atomic Energy Commission are 
claimant agencies. As an associated 
agency, NASA allocates the materials it 
receives from the Department of Defense 
among the various field installations in 
accordance with § 18-52.302. Field in¬ 
stallations reserve such quantities of the 
allocations as they need for in-house use 
and allot the remainder to prime con¬ 
tractors producing Class A products, in 
accordance with § 18-52.303. 

§ 18-52.302 Allocations to installations. 

(a) Allocation. The Office of Pro¬ 
curement will allocate to field installa¬ 
tions the allocation of controlled ma¬ 
terials received from the Department of 
Defense, on DD Form 529, Allocation De¬ 
termination (in duplicate), on the basis 
of requirement estimates submitted by 
the field installations on DD Forms 614 
and 614.1. DMS Officers at field instal¬ 
lations shall acknowledge receipt of 
allocations by signing and returning one 
copy of the DD Form 529 to the Office of 
Procurement. Appropriate entries re¬ 
flecting the transaction shall be made in 
DMS ledger accounts. Supplemental 
allocations will be processed in the same 
manner. Field installations may re¬ 
quest additional allocations by letter, 
telephone, or telegraph. Allocations 
made by telephone or telegraph will be 
confirmed by the Office of Procurement 
on DD Form 529. 

(b) Return of unused allocations. Not 
later than the 5th day of each month, 
field installations shall review their 
controlled materials ledgers, together 
with their anticipated allotment require¬ 
ments, to determine whether they have 
an excess allocation of materials. Allo¬ 
cated quantities determined to be excess 
shall be returned promptly to the Office 
of Procurement. Returns of excess allo¬ 
cated controlled materials will be ac¬ 
cepted by the Office of Procurement at 
any time up to the 10th day of the 3d 
month of each quarter. Return of ex¬ 
cess allocations will be made on DD Form 
530, in duplicate. 

§ 18—52.303 Allotments. 

Field installations shall make allot¬ 
ments of controlled materials on every 
purchase order or contract: 

(a) In placing authorized controlled 
materials orders for the direct purchase 
of controlled materials, except for small 
orders; 

(b) To prime contractors who pro¬ 
duce Class A products; 

(c) In placing orders for Class A 
products acquired from distributors; and 

(d) In placing orders for controlled 
materials or Class A products against 
GSA schedules. 

Effort should be made to assure that 
prime consumers apply for and receive 
allotments. Form letters similar to 
those shown in sections 3 and 4 of the 
NASA supplement to the PAM may be 
used for this purpose. Allotments should 
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normally be issued to contractors for the 
full period of the contract unless the 
period is beyond the one-year period 
within which NASA has been authorized 
to allot materials. Allotments shall be 
issued on Form DMS-10, Allotment of 
Controlled Materials (Production), or 
DMS-13, Allotment of Controlled Ma¬ 
terials (Construction). Decreases of 
allotments will be made on Forms DMS- 
11, Allotment Decrease (Production), 
and DMS-14, Allotment Decrease (Con¬ 
struction). Form DMS-12, Applicant's 
Return of Allotment, should be used by 
contractors to return unused portions of 
allotments. Contractor applications 
should be screened to determine their 
reasonable accuracy as to quantities of 
materials and delivery schedule re¬ 
quested. 

§ 18—52.304 Ledger account* of con¬ 
trolled material*. 

(a) Ledger accounts shall be main¬ 
tained by field installations and NASA 
Headquarters for recording DMS trans¬ 
actions. The ledgers are necessary to 
assure that no allotments are issued 
without proper authority; to record pur¬ 
chases of controlled materials for in¬ 
ternal consumption; and to provide data 
for reports of actions taken. 

(b) The following account ledgers 
shall be maintained as a minimum 
requirement: 

(1) By the Office of Procurement— 

(1) A ledger which reflects DMS trans¬ 
actions for each field installation, show¬ 
ing the allocation made, allotments 
issued, returns received and remaining 
balance; and 

(ii) A master ledger which summa¬ 
rizes the transactions of all field installa¬ 
tions and Headquarters for each DMS 
material; 

(2) By field installations—ledgers for 
each quarter and each material by pro¬ 
gram (Al, A2, C2), as appropriate, which 
reflects the allocations received from 
Headquarters, allotments issued, returns 
to Headquarters, and remaining bal¬ 
ances. 

(c) Detailed information regarding 
the various types of ledgers which may 
be established and instructions for re¬ 
cording transactions are set forth in the 
PAM, sections 5-6 and 5-7. All prime 
contractors who received allotments 
from NASA shall be required to main¬ 
tain allotment accounts, in accordance 
with DMS Regulation 1 and section 5-6 
of the PAM. 

§ 18—52.305 Report of allotment* and 
authorized controlled materials 
orders. 

(a) The Defense Materials System 
Officer of each field installation which 
issues allotments shall provide the Office 
of Procurement (Code KDF) with a 
cumulative monthly report showing, for 
each controlled material and each cal¬ 
endar quarter, the allocation received, 
allotments made by claimant programs, 
amounts issued (with breakout for DX 
programs), and the unused balances. 
DD Form 492 will be used for this pur¬ 
pose. The report shall be prepared as 
of the end of the calendar month and 
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be forwarded so as to reach the Office of 
Procurement (Code KDF) on or before 
the 10th day of the next month. The 
report shall reflect data contained in 
the ledger accounts. 

(b) The Office of Procurement shall 
review and check field installation re¬ 
ports with NASA master ledger transac¬ 
tions. after which a consolidated report 
shall be prepared and submitted to the 
Department of Defense. The Office of 
Procurement report will be made to the 
Department of Defense by the 15th of 
the month for the transactions of the 
preceding month. 

Subpart 18-52.4 added. 

Subpart 18-52.4—Special Expediting 
Assistance 

§ 18-52.400 Scope of subpart. 

This Subpart 18-52.4 sets forth proce¬ 
dures whereby field installations and 
contractors may obtain special assist¬ 
ance in expediting delivery of raw mate¬ 
rials, supplies, and equipment from 
commercial sources on NASA programs. 

§ 18-52.101 General. 

In most instances, with the use of 
priority rating and timely procurement 
action, it is possible to obtain satisfac¬ 
tory deliveries of materials and equip¬ 
ment to meet program schedules. How¬ 
ever, conflicts occasionally occur among 
priority-rated programs competing for 
the same resources. A number of fac¬ 
tors may cause such a conflict, such as 
a shortage of capacity to produce a ma¬ 
terial or product, or placement by dif¬ 
ferent sources of similar orders on a 
supplier which require delivery within 
the same time period. Resolution of 
problems of this type are accomplished 
by using the special assistance proce¬ 
dure described herein if they cannot be 
resolved at the field level. Detailed ex¬ 
planation with regard to the special as¬ 
sistance procedure is contained in sec¬ 
tion 7 of the PAM and the NASA Supple¬ 
ment thereto. 

§ 18-52.402 Criteria for special assist¬ 
ance requests. 

(a) Requests for special assistance 
may be submitted by field installations 
if there is, as a minimum, a clear 
demonstration: 

(1) Of the relationship and impor¬ 
tance of the applicant’s requirements to 
NASA programs; 

(2) Of the inability of the applicant to 
divert materials or equipment from other 
production to meet requirements; 

(3) That failure to obtain the sup¬ 
plies will delay NASA program schedules; 
and 

(4) That satisfactory arrangements 
cannot be accomplished by the field 
installation. 

(b) Requests may be submitted for 
assistance in placement of orders, as well 
as to improve deliveries of orders already 
placed. 

§ 18-52.403 Form, preparation, and 
routing of requests. 

(a) Form BDSAF-138 shall be used 
for all special assistance requests. Copies 


of this form may be obtained from De¬ 
partment of Commerce field offices listed 
in Section 9 of the PAM. 

(b) The form shall be prepared in ac¬ 
cordance with the instructions set forth 
in section 7-2, Exhibit 2, of the PAM and 
the NASA supplement. Block 23C 
through Block 26D of the form should 
be left blank for use of NASA Headquar¬ 
ters and the Department of Defense of¬ 
fices. The form may be prepared by any 
authorized field installation representa¬ 
tive or by the prime contractor or sub¬ 
contractors. Prime contractors may 
prepare forms for their subcontractors, 
if expedient. However, all forms pre¬ 
pared by contractors must be endorsed 
by a NASA representative who prefer¬ 
ably shall be the DMS Officer of the in¬ 
stallation administering the contract. 
Technical offices of field installations 
having need for expediting assistance are 
urged to utilize the services of their 
local DMS Officer in preparing and proc¬ 
essing special assistance requests. 

(c) Special assistance requests on 
BDSAF-138 shall be transmitted in quin- 
tuplicate to the Office of Procurement 
(Code KDF). For emergency cases in¬ 
volving programs of highest national 
priority (DX). which warrant special 
handling to obtain immediate deliveries, 
requests will be accepted by telephone. 
Data transmitted by phone shall be con¬ 
firmed by submission of a Form BDSAF- 
138 through regular mail channels. 

§ 18—52.404 Action by NASA Headquar¬ 
ter*. 

(a) After receipt of the Form BDSAF- 
138, a thorough exploration of the case 
will be undertaken with a view toward 
determining the specific deficiency <e.g., 
lack of capacity, prior higher priority 
orders, shortage of materials or parts, 
etc.). On the basis of the information 
developed, action will be taken to resolve 
the case by informal arrangements with 
the supplier and applicant. If this action 
is unsuccessful, the case will be endorsed, 
through the Department of Defense, to 
the Business and Defense Services Ad¬ 
ministration. One of the following ac¬ 
tions will be taken by BDSA: 

(1) Arrangement of improved deliv¬ 
ery dates by informal agreement with the 
supplier; 

(2) Issuance of a DX rating; or 

(3) Issuance of a directive requiring 
the supplier to produce or deliver the 
specified item by a specific date. 

(b) The Office of Procurement will 
maintain a follow-up of all cases received 
and notify field installations as to final 
disposition of individual cases. 

Subpart 18-52.5 added. 

Subpart 18—52.5—Reporting 
Materials Requirements 

§ 18-52.500 Scope of subpart. 

This Subpart 18-52.5 sets forth pro¬ 
cedures for field installations and Head¬ 
quarters Program Offices to develop and 
report requirements for propellants, 
pressurants and the related materials 
listed in § 18-52.507. 
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§ 18-52.501 General. 

Requirements within NASA for mate¬ 
rials shall be developed where it is the 
responsibility of NASA to provide or to 
insure provision of the materials to its 
contractors. Specifically excluded are 
the requirements for those programs, 
projects, boosters, vehicles or spacecraft 
where, by agreement, provision of mate¬ 
rial requirements is the responsibility 
of the Department of Defense or other 
Government agency. 

§ 18—52.502 Reporting responsibility. 

(a) Scope of report. Field installa¬ 
tions shall submit quarterly estimates of 
requirements for the materials listed in 
§ 18-52.508 for all programs under their 
cognizance, including in-house and con¬ 
tractor requirements. Headquarters 
Program Offices shall submit quarterly 
estimates of requirements for any exist¬ 
ing or potential programs which may not 
be known to, or not under the cognizance 
of, a field installation. Reports shall be 
submitted in quadruplicate on NASA 
Form 558, Materials Requirements Re¬ 
port. 

(b) Report due dates. 

(1) The reports required by § 18- 
52.502 shall be forwarded so as to reach 
NASA Headquarters, Office of Procure¬ 
ment (Code KDF) no later than March 
15. June 10, September 15, and Decem¬ 
ber 10. Supplemental reports which ad¬ 
vise of additions to or significant changes 
in previous reports shall be submitted at 
any time. 

(2) The reports, covering all materials 
listed in § 18-52.508, due in June and 
December shall begin with requirements 
as of the following July 1 and January 
1, respectively, and shall cover a 3-year 
period. Requirements shall be shown by 
month for the first 6 months, and by 
quarters for the remaining 2 1 / &-year pe¬ 
riod. 

(3) The reports due in March and Sep¬ 
tember shall begin with the following 
April 1 and October 1 respectively and 
cover a 6-month period, by month. 
These reports shall be limited to require¬ 
ments for liquid oxygen, liquid nitrogen, 
liquid hydrogen, hydrazine, UDMH, 
MMH, UDMH,/hydrazine mix, and nitro¬ 
gen tetroxlde. 

§18-52.503 Report content. 

The reports required by § 18-52.502 
shall be made using a separate report 
form for each material and shall provide 
the following information for each item 
of material: 

<a) Contract number; 

(b) Program and/or project: 

<c) Specific task within project: 

(d) End use when not associated with 
named program or project; 

<e) Name of contractor; 

(f) Specific location of use (shipping 
destination), and 

(g) Planned source of supply. 

hi addition to the above, requirements 
jor helium should be further classified 
, Dy Use as either Missile Systems and As¬ 
tronautics. Aerology (include Weather 
Research), Aeronautical Research (in- 
ciude Wind Tunnels), Welding, or other 
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specific use. Detailed instructions for 
the preparation of NASA Form 558 ap¬ 
pear at the bottom of the form. 

§ 18-52.504 Basis for developing ma¬ 
terials requirements. 

In computing requirements, considera¬ 
tion shall be given to such elements as 
lead time, waste factors, transfer, and 
storage losses so that phased require¬ 
ments reflect the total gross quantities 
required to be delivered to the use or 
storage site. Since the requirements es¬ 
timates are being used by other Govern¬ 
ment agencies acting as supply sources to 
actually contract for materials, estimates 
must be as accurate as possible. 

§ 18—52.505 Solicitation of data from 
contractors. 

Estimated requirements and other 
pertinent data required from contractors 
shall be obtained on NASA Form 1057, 
Forecast of Propellant Requirements, 
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and Bureau of the Budget Approval 
Number 104-RO24 shall be cited. 

§ 18—52.506 Availability of forms. 

Supplies of NASA Forms 558 and 
1057, specified for use in this subpart, 
may be obtained from NASA Headquar¬ 
ters, Administrative Services Division, 
Code BAM-4. Local reproduction is not 
authorized. 

§ 18-52.507 NASA Headquarters review. 

The Office of Procurement shall be re¬ 
sponsible for consolidating reports from 
field installations and Headquarters Pro¬ 
gram Offices, and for coordinating the 
review of all data with the Headquarters 
Program Offices. The data will then be 
used as the basis for NASA requirements 
reports to various Government agencies 
for planning and supply support. 


§ 18-52.508 
rials. 


Tabic of reportable matc- 


FSN 

Unit 

of 

Issue 

6810-290-0035 

ib 

6S30-882-1793 

cf 

6810-526-2015 

gl 

6850-953-3286 

gl 

6830-856-8005 

cf 

6830-973-3184 

cf 

6830-973-3185 

cf 

6830-855-9429 

cf 

6830-263-9842 

cf 

G830-660-0026 

cf 

6850-985-7125 

gl 

6850-621-1819 

bt 

G860-G21-1820 

bt 

6810-204-6715 

lb 

6830-893-1097 

cf 

G830-893-1098 

cf 

6S30-855-0428 

cf 

6830-893-1096 

cf 

6830-893-1099 

cf 

6830-893-1100 

cf 

6850-893-3285 

gl 

6830-893-1093 

cf 

6830-893-1094 

cf 

6830-803-1095 

cf 

6830-855-9427 

cf 

6830-855-9430 

cf 

0135-823-8110 

lb 

9135-823-8124 

lb 

9135-823-8125 

lb 

9135-823-8126 

lb 

9135-823-8118 

Ib 

9135-687- 4292 

lb 

9135-823-8123 

lb 

9135-823-8122 

lb 

0135-823-8111 

lb 

9135-573-3436 

lb 

9135-753-4568 

lb 

9135-753-4919 

lb 

0135-823-8133 

cf 

9135-611-1347 

lb 

9135-823-8112 

lb 

9135-823-8114 

lb 

9135-823-8113 

lb 

9135-082-2628 

lb 

9135-682-6431 

lb 

9135-285-4317 

lb 

9130-543-7831 

gl 

9130-551-5525 

gl 

9130-823-8116 

lb 


Nomonclature 


Unit pack 


Snc 

Argon Gas, 6000 PS I._ 

Ethylene, (ilycol Technical Spec MIL-E-9500..... 

Fuel Neutralizer, Concentrate..... 

Helium, Nitrogen—99.2 Pet Helium, 0.80 Pet Nitrogen, Hydro¬ 
carbon Free. 

Helium, Methano—09.99 Pet nolium, 1.5 to3.6 PPM Methane... 

Helium, Met hanc—99.99 Pet Helium. 750 PPM Methane. 

Helium, Methane—99.99 Pet Min Helium, 90 PPM Methane and 
Hydrocarbon Free. 

Helium, Technical Grade A Water Pumped_ 


Inert Lead Fluid... 

I.eak Test Compound—Type II.... 

Leak Test Com pound—'Typo I.. 

Molybdenum Disulfide Technical Spec MILr-L-7866. 

Nitrogen, Carbon Dioxldo 99.6 Pet Nitrogen, 80 PPM Carbon 
Dioxide, Hydrocarbon Analyzer Gas. 

Nitrogen, Carbon Dioxido Free Nitrogen, Hydrocarbon Analyzer 
Gas. 

Nitrogen, Methane—99.7 Pet Min Nitrogen, 90 PPM Methane 
and Hydrocarbon Free. 

Nitrogen Oxygen—1.8 Pet Oxygen, 9R.2 Pet Nitrogen, high purity 
Nitrogen paramagnetic analyzer gas. 

Nitrogen, Oxygen—99.6 Pet Nitrogen. Oxygen, high purity Nitro¬ 
gen analyzer paramagnetic calibration check gas. 

Nitrogen, Zero Gas—99.998 Pet Nitrogen, high purity Nitrogen 
analyzer, paramagnetic gas. 

Oxidant Neutralizer, Concentrate.J 

Oxygen, Argon—99.8 Pet Oxygen, 0.2 Pet Argon, high purity 
Oxygen Analyzer thermo conductivity gas. 

Oxygen, Argon—99.2 Pet Oxygen, 0.8 Pet Argon, high purity 
Oxygen Analyzer thermo conductivity gas. 

Oxygen, Argon—90.5 Pet Oxygen, 0.5 Pet Argon, high purity 
Oxygen Analyzer thermo conductivity gas. 

Oxygen, Methnne—99.5 Pet Oxygen, 90 PPM Methano and 
Hydrocarlon free. 

Oxygen, Methane—95.5 Pet Oxygen, 5-10 Methane and Hydro¬ 
carbon free. 

Propellant, Ammonia, Anhydrous Bulk, Refrigeration Orade, 
Spec O-A-445. 

Propellant, Chlorine Tri Fluoride... 

Propellant, Chlorine Tri Fluoride.. 

Propellant, Chlorine Tri Fluoride___ 

Propellant, Chlorine Tri Fluorido..... 

Propellant, Ethylene Oxide, Sjk>c MIL-P-8845.. 

Propellant, Fluorine...... 

Propellant, Fluorine.... 

Propellant, Furfuryl Alcohol. Spec MIL-P-45702A.1 

Propellant, Hydrazine Spec MIL-P-26536A___ 

Propellant, Hydrazine Spec MIL-P-26536A.. 

ProiJcllont, Hydrazine/Uns-DiMethyl Hydrazine Spec MIL-P- 
27402. 

Propellant, Hydrogen Gaseous, 8pec MIL-P-27201.j 

Propellant, Hydrogen Liquid. Spec MIL-P-27201... 

Propellant, Hydrogen Poroxide, 90% Organic Process, Spec MIL- 
II-I6005C. 

Pro^dlant^^Hydrogen Peroxide, 90% Electrolytic Process, Spec 

Pronoilani, Hydrogen Peroxide, 90% Electrolytic Process, 8pec 
MIL-H-16005C. 

Propellant, Hydrogen Peroxide Electrolytic Process, Spec MIL- 
H-16005C. 

Propellant, Hydrogen Peroxide, Organic Process. Spec MIL-H- 
16005C. 

PropeUanL Hydrogen Peroxido 90% Organic Process, Spec MIL- 
Propcllant, Jet Fuel Grade RJ-1, Spec MIL-F-25558. 


Propellant, Jet Fuel Grade RJ-1, Spec MIL-F-26668. 

Propel but, JPX, 40% UDMII/60% JP-4 Spec MIL-P-26694_II 


460 lb drum. 

576 cf cylinder. 

55 gl drum. 

Do. 

213 cf cylinder. 

33 cf cylinder. 

Do. 

213 cf cylinder. 

Do. 

Bulk. 

55 gl drum. 

24 bottles (4 oz). 

Do. 

121b can. 

240 cf cyllndor. 

Do. 

Do. 

Do. 

Do. 

Do. 

55 gl drum. 

240 cf cylinder. 

Do. 

Do. 

Do. 

Do. 

Bulk. 

100 lb cylinder. 

200 lb cylinder. 
20001b cylinder. 

1501b cylinder. 

Bulk. 

6 lb cylinder. 

Bulk. 

600 lb drum. 

4401b drum. 

Bulk. 

Do. 

Do. 

Do. 

300 lb drum (single 
head) carload dolly* 
ery only. 

Do. 

300 lb drum (double 
head). 

Bulk. 

Do. 

300 lb drum (double 
head). 

65 gl drum (10 gage) 

Bir 1 - 

330 lb drum. 
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Nomenclature 


Propellant, JPX, 40% UDMn/60% JP-4 Spec MII^P-26604- 

Propellant, Kerosene, Oracle KP-l Spec MIL-R-25676--- 

Propellant, Kerosene, Grade RP-l Spec MIL-R~25676_—.—— 

Fropellant, Kerosene, Grade RP-l Spec MIL-R-25576- 

Propellant, Monomethyl Hydrazine--— 

Propellant. Monomethyl Hydrazine.—.- 

Propellant, Monomethyl Hydruxine/Uydrazinc, Water Blend- 

Propellant, Nitric Add, Type IA, Spec M1L-P-7254E- 

Propellant, Nitric Acid, Type 1A, Spec MIL-P-T254K.. 

Propellant, Nitric Acid, Type UlA, Spec M1L-P-7254K- 

Propellant, Nitric Add, Type 111A, Spec MILr-P~7254K—.- 

Propellant, Nitric Add, Type UIB, Spec MIL-P-7264K.. 

Propellant, Nitric Add, Tyjie UIB, Spec Mll^P-7254£- 

Propellant, Nitrogen Totroxide Spec MIL-P-26539..-.- 

Propellant, Nitrogen Tetroxide Spec MIL-P-26539.. 

Propellant, N-Propyl Nitrate Spec MIL-N-8722- 

Propellant, Oxygen Spec MIL-P-25S08D..... 

Propellant, Pressurizing Agent, Nitrogen, Purity 99.997 Pet by 
volume. 

Propellant, Pressurizing Agent, Nitrogen, Typo 1 Spec M1L-F- 
27401B. 

Propellant, Pressurizing Agent, Nitrogen, Type 2 Spec MIL-P- 
27401B. 

Propellant, Uns-DiMethyl Hydrazine. Spec MIL-D-25604B. 

Propellant, Uns-DiMethyl Hydrazine. Spec M1L-D-25G04U- 

Pyrogallol Analyzed Reagent—131 to 133 Deg C Melting Range... 
Triddoroethylene Technical 8pecMIL-T-27602--- 


FSN 


9130-823-8117 

lb 

9130-543-7429 

gl 

9130-550-2475 

gl 

9130-559-2476 

gl 

9135-082-2455 

lb 

9135-823-8140 

lb 

913S-823-B139 

lb 

9135-520-1105 

lb 

9135-520-1100 

lb 

9135-397-1403 

lb 

9135-209-7943 

lb 

9135-754-4013 

lb 

9135-754-4014 

lb 

9135-754-2094 

lb 

9135-754-2095 

lb 

9135-687-4295 

lb 

9135-559-5287 

in 

9135-985-7080 

tn 

9135-823-8116 

cf 

9136-854-0493 

tn 

9135-087-4293 

lb 

9135-753-4037 

lb 

. 6810-576-8438 

lb 

. 6810-812-9181 

gl 


Unit 

of 

Issue 


Unit pack 


Bulk. 

Do. 

55 gl drum (13 gage) 
Type II. 

55 gl drum (16 gage) 
Type I. 

375 lb drum. 

Bulk. 

Do. 

625 lb drum. 

Bulk. 

Do. 

625 lb drum. 

Do. 

Bulk. 

Do. 

2000 lb cylinder. 
Bulk. 

Do. 

Do. 

Do. 

Do. 

Do. 

335 lb drum. 

1 lb jar. 

53 gl dram. 


Appendixes A through G added. 

Appendix A through F [reserved] 

Appendix G. NASA Management Manual 
Instruction 3-3-16 

December 9, 1963. 

Subject: Avoiding Conflict-of-interest Situa¬ 
tions In the Placing of NASA Contracts. 

1. Purpose. This Instruction provides 
guidelines for avoiding situations where the 
placing of a contract may give rise to con¬ 
flicts of interest. These guidelines were 
based on the “Rules for the Avoidance of 
Organizational Conflicts of Interest.” promul¬ 
gated by the Department of Defense on June 
1, 1963, by DOD Directive No. 5500.10. 

2. Authority. Report to the President on 
Government Contracting for Research and 
Development, submitted to the President on 
April 30. 1962. by the Bureau of the Budget 
(the so-called Bell Report). 

3. Applicability. This Instruction applies 
to all NASA Headquarters and Field Installa¬ 
tions. 

4. General policy. It Is NASA policy to 
avoid situations in the procurement process 
where, by virtue of work or services per¬ 
formed for NASA, or as a result of informa¬ 
tion or data acquired from NASA or from 
Industry, a particular company: 

a. Is given an unfair competitive advan¬ 
tage over other companies In respect to fu¬ 
ture NASA business; 

b. Is placed In a position to affect Govern¬ 
ment actions under circumstances In which 
there Is danger that the company’s Judgment 
may be biased; or 

c. Otherwise finds that a conflict exists be¬ 
tween the performance of work or services 
for the Government in an impartial manner 
and the company’s own self-interest. 

6. Guidelines, a. The general rules set 
forth In Attachment A of this Instruction are 
for the guidance of all NASA Installations In 
the placing of contracts. However, In some 
coses involving unusual contract situations, 
specific rules will be required. 

b. NASA Management Instructions 5101.2 
and 5101.3 Imposing certain restrictions on 
the placing of contracts with companies of 
the Bell System and with the General Elec¬ 
tric Company, in light of the unique rela¬ 
tionship these companies will have to NASA, 
Illustrate the need for special rules In some 
cases. Any such specific rules wiU: 

(1) Require the approval of the Director 
of Procurement, 


(2) Be formalized In Individual NASA is¬ 
suances, and 

(3) Govern for the specific case In the 
event of Inconsistency between such rules 
and the guidelines set forth in Attachment 
A hereto. 

6. Waiver. Application of the guidelines 
set forth In Attachment A may be varied or 
waived in a particular case by the Director 
of Procurement when such action would, in 
his Judgment, be in the best interests of the 
Government. 

James E. Webb, 
Administrator. 

[NASA Instruction 3-3-16; Attachment A[ 

Rules for the Avoidance of Organizational 
Conflicts of Interest* 

The following rules state general prohibi¬ 
tions which are then explained and illus¬ 
trated by specific examples. There will un¬ 
doubtedly occur cases which are not resolved 
by these rules. As the Bell Report said. 
“[Conflict of Interest 1 arises in several 
forms—not all of which are by any means 
yet fully understood.” In order to assist in 
deciding what, if any, prohibitions should 
be applied in such instances, the two basic 
principles of this code—(1) preventing con¬ 
flicting roles which might bias a contractor’s 
Judgment, and (2) preventing unfair com¬ 
petitive advantage—should be paramount. 
The following rules and examples are not 
all Inclusive but merely attempt to achieve 
these two goals in a variety of situations. 
The ultimate test should always be: Is the 
contractor placed in a position where his 
judgment may be biased, or where he has 
an unfair competitive advantage? If so. cor¬ 
rective action must be taken in accordance 
with the rules below. 

As used in these rules, “contractor” means 
the person under contract to NASA to per¬ 
form the work described in each rule, and 
its affiliates; “system” means system, sub¬ 
system, project or item. The term "systems 
engineering” includes a combination of 
substantially all the following activities: 
determination of specifications, identifica¬ 
tion and solution of interfaces between parts 
of the system, development of test require¬ 
ments or plans and evaluation of test data, 


•These Rules are identical to those issued 
by the Department of Defense in DOD Di¬ 
rective 5500.10 on June 1, 1963, except for 
the words “Department of Defense” in order 
to make the guidelines applicable to NASA. 


and supervision of design work. The term 
“technical direction” includes a combination 
of substantially all the following activities: 
preparation of work statements for contrac¬ 
tors, determination of parameters, direction 
of contractors’ operations, and resolution of 
technical controversies. 

1. If a contractor agrees to provide systems 
engineering and technical direction (SE/ 
TD) for a system, without at the same time 
assuming overall contractual responsibility 
for: (a) Development, or (b) integration, as¬ 
sembly and checkout (IAC), or (c) produc¬ 
tion of the system, then that contractor 
shall not later be allowed to supply the 
system or any major components thereof, or 
to be a subcontractor or consultant to a sup¬ 
plier of the system or any major components 
thereof. 

Explanation: The SE/TD contractor oc¬ 
cupies a highly influential and responsible 
position both In determining basic concepts 
of a system and in supervising their execu¬ 
tion by other contractors. To assure the 
objectivity of its services and hence a more 
soundly planned system, the SE/TD con¬ 
tractor must not be in a position to make 
decisions which could favor its own products. 
Furthermore, it would be inconsistent with 
the managerial responsibility of an SE/TD 
contractor for it to be concurrently one of 
the component suppliers. 

Example A: Company A agrees to provide 
SE/TD for NASA on a manned re-entry ve¬ 
hicle for a group of launch vehicles. Com¬ 
pany A shall not be allowed to supply any 
components of the re-entry vehicle. Com¬ 
pany A can, however, supply components of 
the launch vehicle unrelated to the re-entry 
vehicle. In this example, the system is the 
manned re-entry vehicle, not the launch 
vehicle, and the ban on the supply of com¬ 
ponents is coterminous with the system 
only. 

Example B: Company A is the SE/TD con¬ 
tractor for system X. After some progress, 
but prior to completion, the system is can¬ 
celled. Later, system Y is developed to 
achieve the same purposes as system X, 
but In a fundamentally different fashion. 
Company B is the SE/TD contractor for sys¬ 
tem Y. Company A may bid to produce 
system Y or its components. 

2. If a contractor agrees to prepare and 
furnish complete specifications covering non- 
developmental items to be used in competi¬ 
tive procurement, that contractor shall not 
be allowed to furnish such items, either as a 
prime or subcontractor, for a reasonable pe¬ 
riod of time including, at least, the initial 
procurement. This rule shall not apply to: 

a. Contractors who furnish at Government 
request specifications or data with respect 
to the product they furnished, even though 
the specifications or data may have been 
paid for separately or in the price of the 
product. 

b. Situations where one or more contrac¬ 
tors acting as industry representatives assist 
NASA in preparing, refining or coordinating 
specifications, regardless of source, which as¬ 
sistance is supervised and controlled by 
Government representatives. 

c. Contracts for developmental or proto¬ 
type items. 

Explanation: If a single contractor Is en¬ 
gaged by the Government to draft complete 
spec locations for nondevelopmental equip¬ 
ment, he should be eliminated for a reason¬ 
able time from competition for production 
based on the specifications. This should be 
done in order to avoid a situation where he 
could draft specifications which would favor 
his own products or capabilities. In this 
way the Government can be assured of 
getting unbiased advice as to the content 
of its specifications and can avoid allegations 
of favoritism in the award of production 
contracts. 
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In development work it is normal to select 
firms which have done the most advanced 
work in the field. It Is to be expected that 
these firms will design and develop around 
their own prior knowledge. Development 
contractors can frequently start production 
earlier and more knowledgeably than firms 
which did not participate in the develop¬ 
ment. and this affects the time and quality 
of production, both of which are Important 
to the Government. In many Instances the 
Government may have financed such de¬ 
velopment. Thus, the development contrac¬ 
tor may have an unavoidable competitive 
advantage which is not considered unfair 
and no prohibition should be imposed. 

In Instances of cooperation between in¬ 
dustry and NASA to prepare, refine, or co¬ 
ordinate specifications, there is continuous 
participation and supervision by Govern¬ 
ment representatives and. usually, more than 
one contractor concerned. In these circum¬ 
stances Government supervision prevents the 
establishment of specifications oriented to 
favor a given contractor’s products or 
capabilities. 

Example A: Company A prepares updated 
Government specifications for a standard 
compressor to be procured competitively. 
Company A shall not be allowed for a reason¬ 
able period of time to compete for supply 
of the compressor. 

Example B: Company A designs or de¬ 
velops a new electronic equipment and, as a 
result of the design or development, prepares 
specifications. Company A may supply the 
electronics equipment. 

Example C: XYZ Tool Company and/or 
KLM Machinery Co. representing the Ameri¬ 
can Tool Institute work under the super¬ 
vision and control of Government repre¬ 
sentatives to refine specifications or to clarify 
the requirements of a specific procurement. 
These companies may supply the item. 

3. If a single contractor, other than a 
company which has participated in the de¬ 
velopment or design of a system, agrees to 
assist NASA or a contractor of NASA In the 
preparation of a statement of work, or 
agrees to provide material leading directly, 
predictably, and without delay to a state¬ 
ment of work, to be used in the competitive 
procurement of a system or services, that 
contractor shall not be allowed to supply 
the services, or the system or major com¬ 
ponents thereof, unless he is the sole source. 
The content of a statement of work shall not 
be considered predictable if more than one 
contractor is involved in the preparation of 
material leading to it. 

Explanation: The various services related 
to a statement of work to be used in a com¬ 
petitive procurement should normally be 
performed by the Government. However, 
when it is necessary to seek the assistance 
of contractors, they may often be in a posi¬ 
tion to favor their own products or capabili¬ 
ties. To overcome this possibility of bias, 
such contractors are to be prohibited from 
supplying a system or services procured on 
the basis of work statements growing out of 
their services. 

No prohibitions are Imposed on develop¬ 
ment contractors for the reasons given in 
the explanation to rule 2. 

Example A: Company A receives a contract 
to define the detailed performance charac¬ 
teristics for the purchase of rocket fuels. 

A has not developed the particular fuels. At 
the time the contract is awarded, it is clear to 
both parties that the performance charac¬ 
teristics arrived at will be used to choose 
competitively a contractor to develop or 
produce the fuels. Company A shall not be 
permitted to bid on this procurement. 

Example B: Company A receives a con¬ 
tact to prepare a detailed plan for the pro¬ 


curement of services aimed at the advanced 
scientific and engineering training of NAHA 
personnel. It suggests a curriculum which 
NASA endorses and incorporates in requests 
for proposals to various Institutions to estab¬ 
lish and conduct such training. Company A 
shall not be permitted to bid on this procure¬ 
ment. 

Example C: Company A prepares a feasi¬ 
bility study of a new spacecraft without pro¬ 
posing in detail the characteristics of a pos¬ 
sible final device. It may offer to produce 
the spacecraft or components thereof. 

4. If a contractor agrees to conduct studies 
or provide advice concerning a system, which 
work requires access to proprietary data of 
other companies, the contractor must agree 
with such companies to protect such data 
from unauthorized use or disclosure so long 
as it remains proprietary. In addition, the 
contractor shall not be permitted to utilize 
the data in supplying the system, or com¬ 
ponents thereof, procured, either by formal 
advertising or negotiation, as a direct result 
of that study or advice, or in performing for 
NASA additional studies in the same field 
which are obtained competitively. 

Explanation: Proprietary data is informa¬ 
tion considered so valuable by its owners 
that it is held secret by them and their li¬ 
censees. Where a contractor must obtain 
such data from others for purposes of the 
study, and can obtain it by the leverage of 
the NASA contract, he will gain an advantage 
over other companies unless there are re¬ 
strictions upon his use of the data. Such 
restrictions are necessary both to protect the 
data, and to encourage companies to furnish 
It to contractors for the necessary perform¬ 
ance of the NASA contract. The rule is not 
intended to protect proprietary data fur¬ 
nished voluntarily by companies without 
limitations as to use or data which falls into 
the public domain. 

Example A: Company A is selected to study 
the use of lasers in communications. NASA 
will request that firms doing research in the 
field make proprietary data available to A. 
In order to receive the contract, A must agree 
with such firms to protect any proprietary 
data it obtains, so long as it remains pro¬ 
prietary. and shall not be permitted to 
utilize the data in supplying any lasers to 
the Government. Furthermore, while A 
could not receive a competitively awarded 
contract to perform additional studies of 
lasers using such data, it may receive a sole 
source contract for such studies. 

Effective date: The following sections 
were effective October 27,1964: 

Sections 18-1.113-1; 18-1.113-2; 18- 
1.114; 18-1.115(a) ; 18-1.603(a) (6); 18- 
1.604-2 (c) ; 18-1.604-3 (a); 18-1.605-3 

<ii); 18-1.701-1 (d); 18-1.705-5; 18- 

3.102(b) (xix); 18-3.451; 18-3.704-2(b); 
18-3.802-3(b); 18-3.804-2(c) (2); 18- 

3.903-2(d); 18-3.903-4; 18-3.903-5; 18- 

4.203-4: 18-4.203-5; 18-4.204-6; 18- 

4.52; 18-5.1001(b); 18-5.1002-3; 18- 

5.50; 18-7.103-8; 18-7.103-18; 18-7.203- 
4; 18-7.203-18; 18-7.302-17; 18-7.350-14; 
18-7.402-3; 18-7.402-17; 18-7.451-17; 

18-7.460-16; 18-7.702-19; 18-7.702-25; 
18-7.703-10; 18-7.703-19; 18-7.703-22; 
18-7.703-28; 18-7.704-19; 18-7.5001-5 ; 
18-7.5004-5; 18-12.000; 18-12.101; 18- 
12.101-1; 18-12.101-2; 18-12.404-8(a) ; 
18-12.404-8(b) ; 18-12.404-8(c); 18-12.8; 
18-12.10; 18-13.102-3(a); 18-13.203; 18- 
13.5000; 18-13.5001; 18-13.5003; 18-13.- 
51; 18-15.205-47; 18-51.300; 18-51.301; 
18-51.302; 18-51.303; 18-51.304; 18-51.- 
305; 18-51.306; 18-51.307; 18-51.308; 18- 


687 

51.311; 18-51.1801; 18-52 and Appendix 

G. 

Effective date: The following sections 
were effective March 1.1965: 

Sections 18-1.108(b); 18-1.109-3; 18- 
1.314; 18-1.315; 18-1.316; 18-1.320; 18- 
1.351; 18-1.352; 18-1.905-51; 18-1.50; 
18-1.5105; 18-2.201 (a); 18-3.204-3; 18- 
3.400; 18-3.450; 18-3.452; 18-3.5; 18-3.- 
606-3; 18-3.704-1; 18-3.708(d) ; 18-3.- 
802-2(d); 18-3.802-3(a); 18-3.804-1; 18- 
3.804-3; 18-3.805-1 <b); 18-3.807-3(e) ; 
18-3.850; 18-3.852; 18-3.852-1; 18-3.852- 
3; 18-3.852-4; 18-3.902-50; 18-5.903-1; 
18-5.904-2; 18-5.906; 18-5.51; 18-6.601; 
18-6.8; 18-7.103-16; 18-7.104-1 (a); 18- 

7.104- 7; 18-7.104-9; 18-7.104-42; 18-7.- 
104-57; 18-7.104-58; 18-7.104-59; 18- 

7.104- 60; 18-7.104-61; 18-7.104-62; 16- 

7.203- 7; 10-7.203-16; 18-7.203-29; 18- 

7.204- 1; 18-7.204-9; 18-7.204-58; 18- 

7.204- 59; 18-7.204-60; 18-7.204-61; 18- 

7.204- 62; 18-7.205-53; 18-7.302-16; 18- 

7.302- 55; 18-7.303-1; 18-7.303-13; 18- 

7.303- 29; 18-7.303-52; 18-7.303-57; 18- 

7.303- 58; 18-7.303-59; 18-7.303-60; 18- 

7.303- 61; 18-7.303-62; 18-7.350-7; 18- 
7.350-18; 18-7.350-19; 18-7.402-16; 18- 

7.402- 22; 18-7.402-28; 18-7.402-30; 18- 

7.402- 55; 18-7.403-1 (a); 18-7.403-9; 

18-7.403-14; 18-7.403-52; 18-7.403-57; 

18-403-58; 18-7.403-59; 18-7.403-60; 

18-7.403-61; 18-7.403-62; 18-7.404-50; 

18-7.404-53; 18-7.451-16; 18-7.451-22; 

18-7.451-30; 18-7.451-55; 18-7.452-1 (a); 
18-7.452-14; 18-7.452-57; 18-7.452-58; 

18-7.452-59; 18-7.452-60; 18-7.452-61; 

18-7.452-62; 18-7.453-53; 18-7.460-8; 18- 
7.460-20; 18-7.5; 18-7.702-6; 18-7.702-20; 
18-7.702-46; 18-7.703-6; 18-7.703-20; 18- 

7.703- 34; 18-/.704-6; 18-7.704-12; 18- 

7.704- 20; 18-7.704-55; 18-7.705; 18-7.- 

705-7; 18-7.705-10; 18-7.705-11; 18- 

7.5002-2; 18-8; 16-9.101-1; 18-9.101-2; 
18-9.101-3; 18-9.101-4; 18-9.101-5; 18- 
9.101-6; 18-9.101-7; 18-9.101 -8; 18- 

9.104; 18-9.105; 18-9.106; 18-9.108-2; 
18-9.110; 18-9.150; 18-9.151; 18-9.152; 
18-9.203; 18-9.203-1; 18-9.204-2; 18- 

9.204- 51; 18-9.204-52; 18-10.201-1; 18- 

10.5002; 18-11.401-1; 18-11.401-2(b); 

18-12.300; 18-12.301; 18-12.302-1; 18- 
12.302-2; 18-12.303-1; 18-12.401(d); 18- 

12.403- 1; 18-12.403-2; 18-12.403-3; 18- 

12.403- 4; 18-12.403-5; 18-12.404-4; 18- 

12.404- 8(d); 18-12.603; 18-13.502-50; 

18-13.5002; 18-14.000; 18-14.101; 18- 

14.102; 18-14.103; 18-14.104; 18-14.106; 
18-14.108; 18-14.204; 18-14.205; 18- 

14.5000; 18-14.5002; 18-14.5003; 18-16.- 
001; 18-16.101-1; 18-16.102-1; 18-16.202- 
1; 18-16.202-C; 18-16.202-7; 16-16.202-8; 
18-16.202-9; 18-16.400; 18-16.401-1; 18- 
16.401-3; 18-16.401-4; 18-16.7; 18- 

16.803-2; 18-16.804; 18-16.805; 18- 

16.811-2; 18-16.814; 18-16.815; 18-16.- 
815-2; 18-16.853; 16-16.855; 18-16.856; 
18-16.863; 18-16.864; 18-16.950; 18-51.- 
309 and 18-51.310. 

(42 U.S.C. 2473(b)(1)) 

George J. Vecchietti, 
Director of Procurement » Na¬ 
tional Aeronautics and Space 
Administration. 

(F.R. Doo. 66-151; Filed, Jan. 17, 1966; 
8:45 a.m.] 
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